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Self-employed clients? 


Help them turn theirincome tax 
into a pension. 


Tell them about Time Assurance Personal Pension 
Bonds: 
Tell them about the Total Tax Exemption 


Yes, total tax exemption on every penny saved 
for retirement. Because premiums come off the top 
of earnings, reducing taxable income. Which means 
that, for basic rate taxpayers, a £100 premium would 
cost £70. And higher rate taxpayers could claim as 
much as £75 tax relief for every £100 they save. 


Increased vesting bonus 
The pensions provided by Time Assurance 
Society have always been considered to be generous 
and now the vesting bonus has been increased again 
from 2% per annum to 2.5% per annum of the basic 
pension. This means that we can now add a total of 






Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2.50% per annum. 
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additions to produce a pension age 
| Total Pension of: 
Total 
Guaranteed | Pension at P Adjusted 
Age next Basic 65 with A age 70 | Atage 75 Tax-Free Total 
birthday Pension estimated CashSum | at age 65 
at entry bonus 
a E E E | E 

20 1325 4680 4879 5078 10422 3474 
25 1023 3331 3453 3607 7349 2449 
30 780 2326 2443 2560 5180 1726 
35 585 1584 1672 1760 3529 1176 
40 435 1059 1124 1190 2359 786 
41 410 973 1035 1096 2169 722 
42 385 893 951 1008 1990 663 
43 361 818 872 926 1822 607 
a4 338 747 798 848 1664 554 
45 315 680 728 775 1516 505 
46 294 618 662 706 1377 458 
273 559 600 642 1247 415 
253 505 543 581 1125 374 
234 453 489 524 1011 336 
216 406 438 471 905 301 

198 361 

181 320 

164 281 

148 246 

132 213 

117 182 

103 154 

89 129 






76 105 
84 


If you select age 65 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part of your normal pension for cash. 





5.5% to the basic pension for each year up to pension 
age (interim bonus of 3% plus vesting bonus of 2.5%), 
and also make a greater tax-free cash sum available 
at retirement. What is more, the interim bonus con- 
tinues to be added after pension age. 


The generous pensions available 


For example, a man aged 40 next birthday, 
paying an annual premium of £300, can now expect a 
starting pension at age 65 of £3,177 p.a. or he can 
take a tax-free cash sum of £7,074 and a pension of 
£2,358 p.a. for life. 


Tell them soon 

Send the coupon below for complete agency 
details and a full set of rates for men and women 
at all ages. 

You'll be doing your self-employed clients a 
favour—and yourself a favour too: our commission 
rates are realistic and take account of the cost of 
your service. 

mm mm pm Em mm ee lies | 


i TO: TIME ASSURANCE SOCIETY I 


I 56 Moorgate, London, EC2. Tel: 01-628 7546/7. 


Manchester Office: 12a Piccadilly, Manchester 1. 
I Telephone: 061-624 7299/061-624 9955. R 
| Scottish Office: 6 York Place, Edinburgh 1. 4 
i Telephone: 031-556 3895. j 


| Please register me/us as Agent(s) of Time Assurance Society, H 
and send a supply of Pension Bond literature. 
TA/4/10/73 | 
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The UK Profession and Europe 


ECOGNITION of inflation in published accounts, 
in the view of government spokesmen, is a subject 
with wide implications which go far beyond the tech- 


_ nicalities of accounting; it ranges into spheres of economic 


se 


Ea 


policy which must necessarily — so the argument runs — 
be the concern of government. 

Thus it has already been emphasized from Whitehall 
that the Government’s decision to set up its own com- 
mittee of inquiry into inflation accounting is wholly 
exceptional, dictated only by the nature of the subject- 
matter, and does not presage an increasingly interven- 
tionist line towards matters which have hitherto been 
regarded, by successive administrations, as the proper 
concern of the profession. Certainly there is no likelihood, 
as Lord Limerick made clear at Cambridge last week, 
of accounting standards being enshrined in some Act of 
Parliament or statutory instrument. 

The United Kingdom, of course, has a long tradition 
of self-regulation in such matters, and is now confronted 
in the European Community with jurisdictions whose own 


. tradition of strict legislative control of accounting matters 


is no less firmly entrenched. British negotiating ability 
in the EEC accountants’ study group has already achieved 
significant concessions to the concept of ‘a true and fair 
view’ in the draft directive on form and content of company 
accounts, and Britain’s representatives are continuing 
to put forward opinions which, if adopted by the EEC 
Commission, may well serve to improve substantially the 
present standards of accounting practice in some other 
member states. 

Without seeking to exacerbate so delicate a relationship — 
and it must in all fairness be recognized that the EEC Com- 
mission, faced with a diversity of standards, has a very 


, difficult task — we can only declare our support for the 


view that entry into Europe affords no reason for the UK 


` profession to relax its efforts to improve its own already 


high standards. Thus, with full government support, the 
UK profession’s representatives in Brussels have con- 
centrated their efforts, first, on certain basic principles 
such as the ‘true and fair view’ and, secondly, on securing 


recognition for the thought that any directive is to be 
regarded as a minimum requirement which member 
states are free to amplify or add to in domestic legislation. 

There is the added point that such directives, when they 
emerge, should ideally incorporate an element of flexi- 
bility — otherwise, any adoption of improved standards 
in the light of future experience may be thought to demand 
the process of considering and issuing further directives. 
And it now seems reasonable to anticipate considerable 
amendments to the draft fifth directive on minimum stand- 
ards of qualification for auditors in Europe — which, in its 
original form, aroused considerable controversy within 
the UK profession, and threatened to debar a significant 
number of its members from practice. 

Attempts to press Britain’s EEC partners to ‘harmonize’ 
only on the basis of UK standards are likely to be singularly 
unsuccessful. The degree of annoyance and resentment 
which would follow such a course may be gathered from 
Sir Henry Benson’s published paper on accounting 
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standards in Europe, and the subsequent rejoinder from 
Dr A. F. Tempelaar on behalf of the Netherlands (The 
Accountant, December 14th, 1972, and February 8th, 1973). 

It is indeed encouraging that France, Germany, the 


Netherlands and the Irish Republic have joined with the: 


UK as equal members of the International Accounting 
Standards Committee; but the UK is not the only country 
to have developed high standards and sophisticated 
methods. Nor are the original EEC ‘Six’ impressed with 
the virtues of.the British tradition of self-regulation, when 
representatives of the UK and the Irish Republic have the 
necessity of seeking a consensus of opinion between six 
accounting bodies before they can formulate a position. 
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Wherever UK accountants gather — and certainly at 
Cambridge last week — it becomes increasingly clear that 
the vote of 1970 has by no means disposed of the inte- 
gration issue for the foreseeable future. We have ourselves 
drawn attention, on several occasions, to the significant 
measure of de facto integration which already exists in 
reciprocal membership, dual qualification, joint commit- 
tees and the like. There is certainly no immediate prospect 
of a government seeking either to intrude upon the pro- 
fession’s proper responsibilities or to dictate its organiza- 
tion; yet equally any government may ultimately tire of 
lending its support, within the European context, to a 
profession which has yet to speak with one voice. 


Reforming Consumer Credit 


Fok the sensible and prudent citizen, the hire-purchase 

system has much, except possibly its price, to commend 
it. It is unlikely that many consumer durables such as 
washing machines and refrigerators would have found 
their way into many working-class homes without the 
assistance of H.-P. On the other hand, there is a minority 
which blatantly disregards the risks — and ethics — involved. 
The expression ‘to be hocked up to the eyebrows’ has 
changed its meaning over the years, but there are still too 
many people who can truly be described as buying on the 
‘never-never’. 

For those nurtured on the Victorian ethic and attitude 
to thrift and debt, H.-P. has nothing to commend it. For 
a very considerable proportion of the populace, however, 
H.-P. is an integral part of their financial circumstances. 

' The rapid growth of consumer credit has given rise to 
abuses, hardship, injustices and downright trickery, and 
there were many who viewed the appointment of the 
Crowther Committee in 1968 as considerably overdue. 
In the event, the Committee’s report (Consumer Credit, 
Cmnd 4596) constituted a welcome and radical approach 
to the whole problem, with its wide-ranging recommenda- 
tions for the rationalization of the law relating to consumer 
credit of all kinds. 

It is a reflection of the need for some measure of reform 
that it has taken the Government only two years since the 
Crowther Committee reported to put forward its own 
proposals. The White Paper (enclosed in blue covers) 
Reform of the Law on Consumer Credit (Cmnd 5427, 
HMSO 42p) constitutes, in the opinion of its sponsor, Sir 
Geoffrey Howe, Minister for Trade and Consumer Affairs, 
a ‘blueprint for a radical reform of the law on private 
borrowing’ and the start of a new era in consumer credit. 

Certainly there is some truth in these claims, not least 
since the Government’s own proposals lean heavily upon 
the major recommendations of the Crowther Committee. 
The essential difference lies in the fact that the Govern- 


ment sees the problem more as a tidying-up and strengthen- 
ing of the existing laws, rather than as a need for radical 
overhaul of the entire legal framework within which con- 
sumer credit has expanded so rapidly. 

Central to the Government’s proposals is the appoint- 
ment of an independent Consumer Credit Commissioner 
with wide powers. A comprehensive licensing system for 
lenders and others engaged in the workings of the con- 
sumer credit system, such as debt collectors, will be set 
up. It is intended that the Commissioner will work closely 
with the Director-General of Fair Trading and, as the 
White Paper rightly observes, ‘the question might be | 
asked why the two offices should not be combined’. The 
short answer is that, whereas the Director-General will 
cover a very wide field, including consumer protection 
generally and aspects of competition policy, the Com- 
missioner will have particular functions in relation to 
one industry, of which ‘it will be necessary for him to gain 
specialized and precise knowledge’. He will have, in addition, 
a quasi-judicial function in administering the licensing 
system. 

The new Bill, when it is laid before Parliament, will 
apply equally to all forms of credit including two develop- 
ments which, when the Crowther Committee reviewed 
the scene, were still in embryo — the growth of credit card 
usage and the much-publicized second mortgage facilities 
to house-owners. Hire-purchase and conditional sale 
agreements are to be treated in exactly the same way as 
loan agreements; rental and leasing agreements will also 
be covered as far as individual and non-corporate bodies are 
concerned. 

Certain aspects of the proposed legislation are clearly 
unexceptionable. The present limit of £2,000 in the Hire 
Purchase Act will be raised to £5,000 generally; the new 
law will not apply to transactions where the sum involved 
is less than £30. Of particular merit is the provision 
requiring full disclosure of the true cost of any transaction — - 
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charges are to beshown as an annual interest rate. Closely 
allied with this specific provision is the general requirement 
that the Commissioner shall ‘seek to educate the public 
in the uses of credit’ and ‘publish such advice and infor- 
mation about consumer credit as may appear to him to be 
desirable’. 

This educational facet of the problem upon which the 
Crowther Report laid stress should not be under-estimated. 
It is regrettable but true that it is the improvident and 
imprudent, the ignorant and stupid, who so often find 
themselves in difficulties in respect of their credit dealings. 
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It is this section of the populace that has to be educated, 
and that will not be easy. 

Not all aspects of consumer credit are as untarnished as 
one would like, but it is only fair, when denouncing the 
tricks of a trade so widely operated, not to overlook those 
whose capacity for exploiting credit facilities is matched 
only by their indifference to the underlying ethical con- 
siderations. In protecting the innocent and unwary, the 
law must, inevitably, protect those who do not deserve 
such protection. There is no question, however, that the ` 
Government’s White Paper deserves full support. 





Informative Advertising 


CCOUNTANTS who havetrained 

and worked under the existing 
ethical rules which prohibit advertising 
by practising members and firms 
may well take some little time to 
adjust to the expressed view of the 
Ethics Committee of the English 
Institute that, in principle, informative 
advertising by practitioners should be 
allowed. The guiding principle fol- 
lowed by this committee in its re- 
writing of the present section E of 
the Members’ Handbook has been to 
inquire whether any particular pro- 
posed restriction is necessary in the 
public interest. : 

Permitted advertising, it has been 
proposed, would be limited to a 
statement of the services provided 
by a firm; no reference, direct or 
indirect, would be permitted to quality 
of service or level of fees; and size, 
design and layout of advertisements 
would be strictly controlled. ‘Alarming 
visions of debased commercialism’, it 
was confirmed last week, are very far 
from the committee’s mind. 

In a note of its initial programme of 
work, submitted to the Institute’s 
Council last January, the committee 
wrote: ‘Many of the rules which now 
govern professional behaviour are 
being increasingly questioned both 
within and without the profession; 
‘the Monopolies Commission inquiry 
into the profession is no more than a 
_symptom of this. Present rules may 
idisplay not only inconsistency one 
with the other, but also with the time 
in which we live’. This is confirmed 
by the quoted comment received by 
the committee’s chairman, Mr K. J. 


Sharp, T.D., M.A, F.c.A., from a 
member: ‘All that the present ban 
[on advertising] achieves is to drive 
the small trader and businessman 
straight into the arms of unqualified 
accountants.’ 

Arguments against relaxation of 
the present rules have stressed that 
the services required by the less so- 
phisticated client are usually simple 
in character, and within the ambit 
of any practising member; other 
clients, while perhaps not fully aware 
of all the specializations available 
within the profession, may be expected 
to have a sufficiently close relationship 
with their own accountant to seek 
his advice, in the first instance, on 
any particular service they may require. 
In either case, therefore, there is 
no demonstrated need for informative 
advertising of services which member 


firms can offer, with no probable 
benefit to the client and a possible 
increase in practice costs. 

The case for informative advertising 
relies on the belief that the interests 
of the profession will be served both 
by the creation of a wider public 
awareness of the services provided 
by the profession — all too often 
thought of as a collection of people 
dealing exclusively with audits, tax 
and book-keeping — and also by 
enabling members better to meet the 
nationally advertised competition of 
banks and other financial institutions 
of greater or less repute and, on a 
local scale, of unqualified practitioners. 

According to a discussion paper 
circulated at last week’s summer 
conference of the Institute, ‘It is 
our view that, if the present pro- 
hibitions on advertising were re- 
placed by clearly defined rules on the 
type of advertising which is permitted, 
members of the public would benefit, 
and many of the present grey areas 
in our ethical rules would disappear.’ 


No VAT on Club Subscriptions 


USTOMS and Excise insist- 
ence that subscriptions to clubs 
and associations are chargeable to 
VAT in full, regardless of the nature 
of the goods and services which the 
subscriber receives, met with a setback 
last week. On September 26th the 
London VAT Tribunal unanimously 
allowed the appeal of the Automobile 
Association, without calling upon its 
representative to reply to the Customs 
and Excise argument. 
This involved the proposition that 
all that a member got for his sub- 
scription was admission to, or con- 


tinuance in, membership; that goods 
and services coming to the member 
in right of membership were given to 
him free and at the whim of the Com- 
mittee of the AA; and that in so far 
as the goods were neither exempt nor 
zero-rated, they were also separately 
chargeable to tax on their market 
value. After the hearing, a Customs 
and Excise representative said that it 
had not been decided whether the 
Department would appeal. i 
It was in evidence in the AA case 
that an applicant for membership 
received a package containing the AA 
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handbook, a key to AA kiosks, and a 
letter welcoming him into membership, 
immediately on paying the first sub- 
scription and enrolment fee. New 
editions of the handbook, and issues 
of the magazine Drive, both ad- 
mittedly zero-rated, were posted auto- 
matically to all members on the 
register. 


Student Leaders 
"Enjoy Stardom’ 


PATHY among chartered account- 
ant students is widespread, and the 
small proportion of students who are 
prepared to take any interest in activi- 
ties outside the straightforward task 
of passing examinations tend to be 
militants. In the course of his address 
to last week’s Cambridge Summer 
Conference of The Institute of Char- 
tered Accountants in England and 
Wales, the Deputy President, Mr 
K. J. Sharp, T.D., M.A., F.C.A., said 
that he had been conscious, during 
his year of office as Vice-President, of 
‘a continually deteriorating relation- 
ship’ between the Institute and the 
student bodies. 
‘On the whole’, Mr Sharp continued, 
‘I believe that our response — or 
perhaps more accurately, non-res- 
ponse — to some of the wilder out- 
bursts of the student fraternity has 
been the right one: namely, to proceed 
with the development of our policy 








Mrs Barbara Poole, B.A., formerly Assistant 
Examinations Officer of The Association of 
Certified Accountants has been appointed an 
Education Officer, specializing in recruitment 
and careers advice. Her other interests include 
the theatre, rare books and ‘experimental 
cookery’. 
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whilst ignoring the more deliberately 
outrageous attacks. 

‘It is a source of great regret to me 
that every suggestion for co-operation 
and joint action tends to be spurned. 
A conclusion to which I come is that 
the present student leaders enjoy 
their short period of stardom, and a 
controlled coherent programme of 
reform would remove any reason for 
their histrionics. I am pleased to say 
that there are now indications that 
wiser counsels are beginning to prevail, 
and the will of the sensible majority 
is making itself felt.’ 

Student militants, he suggested, had 
been able to make headway only 
because there was a degree of justi- 
fication in some of their claims, and 
to which the Institute — due largely to 
scarcity of resources — had been 
slow to respond. Training standards 
in practising offices would clearly 
have to be supervised to an increasing 
degree, and the Institute could not 
afford to relax the pressure for 
improvement of its overall education 
and training standards. 


Pergamon Inspectors’ 
Final Report 


| © ae ear of the third and 
final report of the inspectors into 
the affairs of Pergamon Press — Sir 
Ronald Leach, ¢.B.E., F.c.A., and Mr 
Owen Stable, Q.c. — is now expected 
within the next two to three weeks. 
The final decision on publication 
of this report, as with its predecessors, 
rests with the DTI, who received it 
in mid-August. A copy of the report 
has also gone to Mr Robert Maxwell. 

While there has been nothing to 
suggest that the inspectors, in this 
latest volume, have significantly modi- 
fied their previously-held view of Mr 
Maxwell as a person who should 
not be entrusted with stewardship 
of a publicly quoted company, there 
is reason to anticipate criticism also 
of some of the accountants involved 
in Pergamon’s affairs. This aspect 
of the report, it may be thought, 
will be a cause of some gratification, 
at least to Mr Maxwell, who asserted 
last month that he had yet to see the 
report of any DTI inspection in which 
one firm of accountants was prepared 
to criticize another. f 

Mr Maxwell has made several 


October 4th, 1973 


attempts in legal proceedings to have 
the inspectors removed from theif 
reference, and their reports set aside: 
A writ issued after publication of the 
first report was dismissed in the High 
Court last year, when Mr Justice 
Wien upheld the correctness of the 
inspectors’ procedure and refused to 
grant an injunction to restrain them 
from, as he said, doing what they 
were under a statutory duty to do. 


Accountants Need Not 
Disclose Own Figures 


Se that the major 
accounting firms were under any 
kind of obligation to disclose their 
own turnover and profit figures were 
dismissed as ‘absolute rubbish’ last 
week by Mr H. T. Nicholson, F.c.a., 
currently senior partner of Harmood 
Banner & Co. There were two good 
reasons, he argued, for rejecting such a 
proposal. 


In the first place, professional 
accountancy practices did not invite 
the general public to subscribe capital ; 
secondly, they did not have the pro- 
tection of limited liability. Disclosure 
of results and resources was a neces- 
sary protection for creditors of limited 
companies, but the principle had no 
application to professional partner- 
ships in which the partners themselves 
provided the capital and placed their 
own personal resources at risk. 

Pressure for disclosure of account- 
ants’ own figures was traced by Mr 
Nicholson to two recent developments 
— the impending Deloitte-Harmood 
Banner amalgamation (The Accountant, 
May 24th last) and publication of 
Arthur Andersen’s results in the USA. 


CBI on Phase Ill 


AIN issues of Phase III, as far 

as they affect CBI membeis 
are reviewed in a recent aide memoire 
from the Confederation to the Govern- 
ment. It emphasizes that the main 
objective remains to push more re- 
sources into investment and exports, 
but this will entail some restriction of 
the growth in consumption. 

Moving from the general to the 
particular, the CBI recognizes that 
profits in Phase ITI will still have to ` 
be strictly controlled. However, it 
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Speedy, Concise and Comprehensive 


SIMON'S WEEKLY TAX SERVICE 


A completely new concept in fiscal publishing 


This Service is now available to all tax practitioners. Every week, subscribers receive immediate notifi- 


cation of developments in the field. 


The Service divides into two series of loose-leaf parts, separately bound: 


Simon’s Tax Intelligence 


The /ntelligence reports all immediate develop- 
ments in tax law and practice. All Statutory 
Instruments (including Double Taxation agree- 
ments) and official press releases are printed in 
full. Two features in particular will be of great 
value to hard-pressed practitioners. Detailed 
summaries of each case, published as soon as 
judgment is given, give the salient points of case 
and judgment before the final, revised judgment is 
published. And the cumulative chronological lists 
enable subscribers to trace a two-week-old case 
as easily as a two-year-old judgment. Each issue 
starts with an outline of the week’s developments. 


Simon's Tax Cases 


Full reports of all tax cases are delivered into the 
hands of subscribers as soon as possible after 
judgment has been given. All tax cases are re- 
ported, not only from the English courts but also 
from those of Scotland and Northern Ireland. 
An unusual feature is that every case stated is 
printed in full. All judgments are published 
verbatim and in full, and they have all been 
revised by the judges before publication. Issued 
in loose-leaf Parts, punched for insertion into a 
binder, the reports will be re-published in a 
Bound Volume with Tables and an Index at the 
end of the year. 


From the Simon's Taxes stable 


- The /ntelligence is edited by JOHN JEFFREY-COOK, F.C.A., F.C.LS., F.T.LL, Managing Editor of 
Simone Taxes, and compiled by the staff of Butterworths Taxbooks Department, who are also 
responsible for Simon, de Voil on VAT and the annual Finance Act booklet, amongst other works. 


The Cases are edited by RENGAN KRISHNAN, of Lincoln's Inn, Barrister; the Consulting Editors 
are JOHN JEFFREY-COOK and R. N. G. HARRISON, B.A., of Lincoln’s Inn, Barrister. 


The new Service is complementary to the services for Simon's Taxes, Green's Death Duties, 
Sergeant on Stamp Duties and de Voil on VAT — all outstanding and authoritative works ont heir 
subjects, now drawn together in the comprehensive web of the new Service. 


Simone Weekly Tax Service is speedy, accurate, comprehensive. .. . 
and essential. Apply now to the Publishers for further details. 


Butterworths, 88 Kingsway, London WC2B 6AB 
Showroom: 11-12 Bell Yard, Temple Bar, London WC2 
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NEW TAX TITLES FROM BUTTERWORTHS 


The Tax Practitioner’s Diary 
1973 —74. 


Edited by Butterworths Editorial Staff 


This slim, neat diary, measuring 7 x34 inches, will travel 
comfortably in the breast pocket, giving a ready source of 
reference at all times. The contents include the following 


subjects: Administration, HMSO Tax Publications, Income 
Tax, Corporation Tax, Capital Gains Tax, PAYE Calendars, 
Estate Duty, Stamp Duties, Nationa! Insurance, Logarithms 
and Anti-logarithms, Ready Reckoner Table and VAT. 


The principal changes effected for this year are as follows: 


* New tables showing income tax on specimen incomes, 
rates of corporation tax and capital allowances. 


Separate address and telephone booklet in back pocket, 
Flexible covers with transparent pockets. 
Two-page outline map of Central London. 


New front pages, including metric conversion, European 
and world travel and European data. 


‘Never can so much required by so many have been 
included within such a small compass. . . . Indeed, The Tax 
Practitioner’s Diary is more than an aide-mémoire, it is a 
positive vade mecum to be ranked on the bookshelf along 
with Whitaker's Almanack and Roget's Thesaurus . . . this is 
an extremely valuable publication which should become 
an annual standby for all doing tax work.’ New Law Journal. 


£7-60 net post free (Plus 16p VAT) 0 406 53957 0 


Butterworths Digest of Tax 
Cases 1971 -1972 


Edited by Philip F. Skottowe, LL.B., Barrister 


This work is designed with a dual function in mind ; not only 
does it up-date and supplement its parent volume, Butter- 
worths Digest of Tax Cases, which covers every case on the 
taxation of income and capital gains up to 31 May 1971; 
it also represents a valuable independent work, providing a 
digest or summary of every such case which has been re- 
ported between June 1971 and December 1972. Ali 
decisions of the English Courts (House of Lords, Privy 
Council, Court of Appeal and High Court) have been 
included, together with those of the Scottish Court of 
Session and the Irish and Commonwealth Courts where 
these are of interest outside the country of origin. 
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claims that, if industrial profitability 
(which has been declining in recent 
years) and the capacity to invest are 
not to be seriously harmed, then the 
method of calculating permitted price 
increases must be changed before 
grafting Phase III on Phase IT. The 
existing method adopted by the Prices 
Commission, based on unit costs, 
removes ‘all incentive to greater effi- 
ciency, since any improvement in 
productivity is confiscated by a lower- 
ing of the permitted price increase. 
Noting that the higher industrial 
profits now being reported have been 
earned entirely before Phase IT and 
that the consequences of the latter 
have yet to emerge, the CBI is in- 
sistent that profits expressed as a 
return on assets employed are now at 
an historic low. The long-term con- 
sequences of disregarding these de- 
velopments, it thinks, will be serious. 


Progress of 
Exposure Drafts 


pues exposure drafts are 
unlikely to appear, probably for a 
period of some months, until progress 
has been made by the ASSC in 
clearing the long ‘tailback’ of EDs 
awaiting conversion to definitive stand- 
ards of practice. The committee, Mr 
J. M. Renshall, M.A., F.C.A., confirmed 
last week, was ‘very ‘concerned at the 
present imbalance between EDs and 
standards, and ‘was anxious to see 
more standards in issue. 

Ironically, it had been found that 
the more innovatory drafts were the 
easiest to convert into standards — 
SSAP 3, ‘Earnings per share’ afforded 
an example — because they raised no 
question of overturning an existing 
established practice. 

The ASSC’s top priority, according 
to Mr Renshall, was the issue of a 
standard based. on ED6 ‘Stock and 
work in progress’ (The Accountant, 
May 18th, 1972); the committee, 
for its own part, could well be 
able to formulate a standard for pub- 
lication in the New Year, but had yet 
to clear the taxation implications with 
the Inland Revenue. Another high 
priority was ED7, the controversial 
attempt to ‘slam the door’ on reserve 
accounting (The Accountant, July 6th, 
1972). 

The lawyers, he added, had been 
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‘singularly unhelpful’ in relation to 
ED3 ‘Accounting for acquisitions and 
mergers’ (The Accountant, February 
4th, 1971). Despite the weight of 
accounting opinion that, in a take- 
over situation, the nominal value of 
an acquiring company’s shares issued 
in exchange was often arbitrary and 
meaningless, there was a school of 
legal opinion which maintained — 
and had argued very persuasively — 
that the use of nominal values was in 
accordance with statute and case law, 
and could not be influenced unilater- 
ally by the accounting profession. 

In general terms, the Government 
fully supported the profession’s initia- 
tive in the matter of accounting 
standards; this had already been made 
clear by Lord Limerick, Parliamentary 
Under-Secretary for Trade, and by 
other Ministerial spokesmen. The 
general concept of the accounting 
standards programme had also been 
accepted by industry (though not 
without some reservations and debate) 
and a number of substantial companies 
had given effect to exposure drafts, 
as a ‘persuasive’ force, in advance of 
their issue as definitive standards. 
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ICMA Examinations 


E place in Part V of the May 
examinations of The Institute of 
Cost and Management Accountants, 
it was announced this week, goes to 
Mr P. A. Smith, B.sc., of Derby, who 
has also been awarded the S. Laurence 
Gill Prize. Second place, with the 
Lewton Coronation Prize for financial 
management, was won by Mr V. L. 
Luck, B.sc. (Warwickshire) and the 
Harold Wilmot Prize for management 
principles and practice by Mr L. R. H. 
Young, B.A. (Croydon Surrey). 

Two candidates from Birmingham 
were awarded honours in Part IV- 
Mr I. C. Cotterill, in first place with 
the Leverhulme Prize, and Mr D. J. 
Gooden, 8.sc., who was placed second 
with the Stanley Berger Jubilee Prize 
for management accounting. 

A total of 12,040 candidates sat for 
the examinations on this occasion, of 
whom 4,904 passed in one or more 
parts; there were 512 referrals, also in 
one or more parts. The total entry for 
Part V was 2,029, of whom 739 (36-4. 
per cent) passed; in Part IV, 860 out 
of 2,127 (40-4 per cent) passed. 





Finance staff of Allied Breweries assembled recently in Penns Hall Hotel, Sutton Coldfield, 


near Birmingham, for a group conference. Nearly 50 were present representing all the various 
companies within the Allied Breweries group. Conference themes were cash control, utilization 
and forecasting, and the accountant’s role in refining the decision-making process within the 


group. 


After listening to speakers from both inside and outside the group, the delegates split into 
syndicates to carry out a computer-based business management exercise and other practical 


work. 


In the accompanying photograph, Mr Bob Tandy, right, administrator for the business 
management exercise, explains to delegates how an iCL termiprinter produces management 


reports. 


+ 
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Swiss Profession 
Elects New Officers 


HE Swiss Treuhand und Revisions- 
kammer — or, as it is known in 
French-speaking Switzerland, the 
Chambre des Sociétés Fiduciaires et 
des Experts Comptables — has elected 
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Blanc, whose death was reported in 
The Accountant for March. 8th. 

Herr Honold, now in his 57th year, 
has been in practice in Zürich since 
1949, and is a former Treasurer- 
General of UEC — an office which he 
held from 1958 to 1964. In 1964 he was 
elected to the Council of the Chamber, 


October 4th, 1973 


practice, since its inception — he has 
maintained a close participation in its 
affairs. He was appointed an honorary 
member of another professional body, 
the Verbandes Schweizerischer 
Bicherexperten, in 1968. 

Dr Karl Helbling, also of Ziirich, is 
to succeed Herr Michael Hoessli, who 


Herr Anton Honold of Ziirich as its 
President. He succeeds M Henri 


and as a member of its various com- is 
mittees — including that on audit 


retiring, as chairman of the 
Chamber’s audit committee. 





THIS IS MY LIFE 


Bending the Rules 


by An Industrious Accountant 


MZ wife telephoned rapturously to say there were 
fabulous bargains at the autumn sales at Smith’s, and 
would I meet her there with £50 or so at 5.30. Mentally 
discounting her expectations by 50 per cent, I went along 
to the cashier for assistance. 

He glanced instinctively at the wall-sign saying firmly 
‘No cheques cashed’, and another explaining that our 
bank manager had promised in return not to sell drapery. 
Actually, we allow our man some discretion in this area, 
just to help emergency cases like mine, but in practice he 
faces a queue of employees too lazy or disorganized to visit 
their banks. With them he must be ruthless or he’ll get no 
rest. 

At that psychological moment I discovered I hadn’t my 
cheque book with me and a silence fell. The cashier hinted 
helpfully ‘Maybe an IOU . . .’ and showed a little rubber- 
tied bundle of such scrawled, squiggled, and forbidden 
papers. ‘All recent, none earlier than last Thursday’, he 
murmured encouragingly. 

Actually, I have a mental block about IOUs. They stand 
in my mind for the old Victorian images of the clerk with 
gambling losses; of frailty, folly, and fiddling. I pretended 
not to hear the ‘cashier, therefore, and with a businesslike 
frown wrote on a docket ‘Advance against travelling ex- 
penses’. This not merely looked respectable but was also 
proof against any sudden invasion by an over-zealous 
young auditor. Besides, I just might have to visit somebody 
somewhere on business next week. . . 

The door opened briskly and the chairman entered, 
taking a cheque book from his pocket as he did so. His pre- 
decessor used to send his private secretary on such errands, 
but our new man likes to get around and meet people. He 
grinned conspiratorially as I stuffed fivers into my wallet, 
said ‘Discretion, eh’? and put his own cheque on the 
counter. 

It landed beside the bundle of obvious, unmistakable 
IOUs. The chairman’s eyes bulged as he recognized the 


guilty dockets, then revolved to stare accusingly at the erring 
cashier, who went deep crimson, reached for the bundle 
automatically, drew back his hand again and started to 
stutter. 

I said ‘Special cases, I suppose’ as a rescue effort; but 
the cashier merely gulped, and the Chairman turned a sour 
and scandalized stare towards me. Clearly his outlook on 
non-enforceable IOUs was Tudor rather than Victorian, 
and my collar began to feel tight. The penalties for deliber- 
ate and continual infringement of our standing regulations 
were drastic. 

In came Glacial, Prinny’s private secretary. She’s only 
pint-size, so to speak, but her impact is terrific. “The 
personnel director wants some ready cash, but he hasn’t 
his cheque book with him,’ she declared. ‘Give me £30 
and charge it to his personal account, please.’ 

Then she recognized her audience and her spectacles 
twitched momentarily. She managed a tight-lipped ‘good 
afternoon’, and tapped the counter top sharply to rouse the 
cashier from his trance. He paid her, and the chairman, and 
I departed deep in thought. 

An hour later, the chairman phoned to ask courteously 
for reports on current weaknesses jn our cash control 
procedures, and on past history of disciplinary action taken 
following discovery of irregularities. 


Leer P 
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Communications Theme 
at Cambridge 


Chartered Accountants Get the Message 


HE Government, in announcing its own inquiry into inflation and company 

accounts, has in mind ‘a small, expert committee with the object of producing a 
report as quickly as the complexity of the subject allows’. Speaking at Cambridge 
last week to members of The Institute of Chartered Accountants in England and Wales, 
the Rt Hon. Lord Limerick, M.A., C.A., Parliamentary Under-Secretary of State for 
Trade, denied that the committee’s appointment was — as some critics had suggested — 
a deliberate delaying tactic; the Government shared the accountancy profession’s 
recognition of the importance and the urgency of the situation, and welcomed the 


ASSC’s initiative. 


To speak in terms of some form of ‘confrontation’ between the Government and the 
profession, he continued, was a complete misreading of the situation. Both parties 
were seeking the closest possible proximity to ‘truth’ and ‘fairness’ in a difficult but 
important field where the absolute values implied by those words might not exist. 


The conference theme, as announced 
in The Accountant last week, was “To- 
wards Better Communications’ — which, 
according to the conference chairman, 
Mr H. T. Nicholson, F.c.a., were ‘the 
essence of success’. He defined: the 
essentials of sound communication as ‘be 
brief, stick to the point, and believe in 
what you say’. 


Leaders of opinion 


The modern Western’ community, in 
Lord Limerick’s words, looks to its 
accountants to provide accurate and un- 
biased information about company affairs, 
though there are significant differences 
between nations in the extent to which 
accounting and auditing requirements 
are spelt out in legislation. Thus in the 
UK, within the broad requirements of 
the Companies Acts, accounting and 
audit standards were promulgated by the 
professional bodies, and it was regarded 
as fundamental that auditors should be 
free to exercise their own judgement in 
performing their duties. On the other 
hand, some countries had a long-standing 
tradition of legislative control of ac- 
counting, and Continental jurisdictions 
generally required auditors to confirm 
that accounts had been kept in accord- 
ance with the law rather than to express 
an opinion on their fairness. 

The Government did not think it 
appropriate to embody the substance 
of most of the exposure drafts and ac- 
counting standards which had so far 
made their appearance in Acts of Parlia- 
ment or statutory instruments; this, 
Lord Limerick suggested, would in- 


troduce an undesirable element of rigid- 
ity. The Government’s decision to set 
up its own inflation inquiry had been 
dictated by the sheer breadth of the 
implications of this particular subject, 
which ranged far beyond accounting 
technicalities; the circumstances were 
exceptional, and should not be regarded 
as the ‘thin end of the wedge’ leading 
to more intervention in matters which 
were the concern of the profession. 

He reiterated the committee’s far- 
ranging terms of reference (published 
in The Accountant last week) and con- 
firmed that the Government had no 
preconceived notions about the recom- 
mendations that should be made. ‘We 
are taking great care’, he said, ‘to find 
people with the right balance of financial, 
industrial and economic knowledge and 
experience, coupled with detachment, 
and I am sure you will understand that 
this delicate task takes time. This indeed 
is the cause of the delay in announcing 
the name’ of the chairman and members, 
and not — as has been suggested by some 
of our critics — any lack of urgency’. 


Disclosure requirements 

The White Paper on company law reform 
had declared its view that disclosure 
of information was an essential part of 
the working of a free and fair economic 
system; if there was delay or failure in 
presenting accounts, the disclosure system 
would break down. The Registrar of 
Companies faced immense problems in 
the policing of some 600,000 companies, 
and fines imposed by the Courts were 


often quite trifling. The Government 
intended to reduce the maximum time- 
lag that was possible under the present 
system (nearly three years in an extreme 
case) and to prescribe more realistic 
penalties in case of default. 

If the accounting profession was to 
play its full role in shaping opinion, it 
was important to dispel any impression 
of a lack of objectivity and uniformity. 
In particular, the problems of establishing 
national and international accounting 
standards were urgent and important 
if the profession was to maintain an 
authoritative position in the world of 
business. Lord Limerick paid tribute, 
in this connection, to the work already 
accomplished by the ASSC and to the 
setting up of the International Accounting 
Standards Committee. 


Problems of communication 


The Deputy President, Mr K. J. Sharp, 
T.D., M.A., F.C.A., outlined his experience 
in the field of communications during 
his term of office as Vice-President in 
1972~73. Among the problems of the 
Institute were its sheer size and rapid 
rate of growth, so that it was a physical 
impossibility for any one office-holder to 
make contact with more than a fraction 
of the membership. 

There had been compelling reasons, 
Mr Sharp explained, for the concentra- 
tion of his personal communications 
programme on the small to medium 
practitioner. Such practitioners formed a 
significant numerical proportion of the 
Institute’s membership; they were res- 
ponsible for training a large number of 
future members; they were probably the 
sector of the membership which had the 
closest day-to-day contact with the public 
at large and which formed the man 
in the street’s image of chartered ac- 
countants. Such members often felt 
that the cards were stacked against 
them in relation to increased costs, 
scarcity of staff, new legislation and 
other burdens; and it was important 
to reassure them that their interests 
were not being allowed to go by default. 

Mr Sharp appeared sceptical of the 
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value of the traditional District Society 
‘communications meeting’ as a means of 
disseminating Council thinking; though 
some meetings had produced a reasonably 
representative audience at the time when 
dissatisfaction with the Council and with 
the Institute was running ‘strongly, 
they were substantially confined to the 
local ‘establishment’. 

The underlying need, he said, was for 
the individual member to be made to 
feel part of one coherent body. ‘It is, I 
would suggest, more than a coincidence 
that when, a few years ago, internal 
relations were at their nadir, the public 
image of our Institute was simultaneously 
undergoing a considerable deflation. Sub- 
sequently, relations between the Council 
and the membership have improved, and 
there is a noticeable improvement in 
the external comment which we receive. 
‘The key, I would suggest, to the future 
satisfactory development of our public 
function lies in the fostering of our 
internal relations’. 


People matter 


In characteristically vigorous and enter- 
taining vein, Mr J. Garnett, C.B.E., 
Director of the Industrial Society, held 
the attention of his audience for more 
than an hour on ‘The organization of 
effective communication’. The existence 
of a ‘we and they’ attitude, he said, was 
implicit — particularly in the larger or- 
ganizations — in the variety of derogatory 
nicknames that had been coined for com- 
pany headquarters: ‘Millstone House’, 
‘Cobweb Corridor’, “The Kremlin’, 
‘Fairyland’ and others; and the margin of 
profitability might lie in the difference 
between obedience and co-operation. 
Apart from problems of sheer size — 
and an investigation in one major 


Group A assembles to discuss Mr Garnett’s paper. The group leader (second from right) is 
Mr P. L. Ainger, F.C.A. 





THE 


. ACCOUNTANT 


company had shown that, fully half of 
its industrial disputes over a period 
could be traced to simple misunder- 
standing of management intentions — it 
must be recognized that the old motiva- 
tors such as prestige and job security 
were no longer effective, and that the 
representational pyramid had been turned 
upside down. No longer were employees 
content to accept instructions from 
national officers of their union; they were 
increasingly quick to point out that 
national officers were appointed by the 
membership, and real power in many 
cases was to be found on the shop floor. 

The object of effective communication 
was to convey understanding of matters 
that affected people’s will to work; 
it was not a question of telling people 
what they were interested in, but of what 
they needed to be made to understand 
in order to take the necessary interest” 
for the purpose of efficiency. Experience 
had shown that lack of interest at the 
lowest levels might have a dramatic 
and potentially disastrous effect on 
the quality of the product, and thus 
upon the company’s prospects. 

All organizations developed their own 
‘grapevine’, and Mr Garnett had a 
sharp word for managements who at- 
tempted to make use of it as a channel of 
communication. He defined a grapevine 
as ‘the passing on of information by 
people who cannot be held responsible 
for what they say’, and pointed out that 
it possessed an inbuilt capacity for the 
denigration of work and leadership; 
deliberately feeding information to a 
grapevine merely increased its potentiality 
for harm. Official channels of communi- 
cation should function regularly — if 
they were invoked only on occasions of 
particular importance, their authenticity 
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became suspect — and should take ac- 
count also of ‘non-information’. -If it 
was not made clear that a particular 
decision (e.g., to move part of the 
company’s operation to other premises) 
had not been taken, the grapevine would 
be quick to suggest that management had 
already reached its own conclusions.. 


Capacity to influence 


Accountants shared with doctors and 
priests, in Mr Garnett’s opinion, ‘an 
extraordinary capacity to influence 
people’, and should be better placed 
than others to realize the importance of 
an effective communications drill. He 
then outlined the place and the short- 
comings of several alternative methods 
of communication: the written word, 
general meetings, individual performance 
reviews, briefing groups and efficiency 
consultative committees. It was a fatal 
mistake, in many cases, to seek to rely 
on elected representatives as a two-way 
channel of communication; they were 
appointed from the work group "o 
management and, if they were expected 
to function in the reverse direction, they 
would be seen by their colleagues as 
‘management men’. 

The whole communications mechanism 
should be monitored by regularly ‘walk- 
ing the job’; not to tell people things, 
but to find out from them what they 
know and what they are doing. They 
should have the privilege of believing 
that their own contribution was of 
importance. 


Institute panels 


A feature of this conference was the 
opportunity for members to submit 
questions on matters of current concern 
to three panels of Council members. 
Among topics raised in this way were the 
progress and reception of accounting 
standards; the need for the Institute 
to adopt a more interventionist policy 
in monitoring and improving training 
standards; and the Ethics Committee’s 
present review of restrictions on ad- 
vertising by professional firms. 

A straw poll conducted by the Deputy 
President, Mr K. J. Sharp, showed an 
even division of opinion for and against 
permitting a limited form of informative 
advertising. Some members argued that 
a local ‘free-for-all’ would be detri- 
mental to the professional image, and 
called for institutional advertising at 
national or district level; on the other 
side, it was argued that institutional 
advertising, to be effective, would cost 


- money, possibly of the order of £10 — 


£20 per practising member per year in 
addition to existing practising fees. Mr 
H. T. Nicholson, in particular, felt that 
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to relax the rules would be ‘opening the 
floodgates to something terribly 
dangerous’; most of the bigger firms, 
he alleged, had their own advertising 
agents already, and were well placed to 
scoop the pool. 

The fourth paper of the conference was 
presented by Mr Douglas Foster, chair- 
man of Planning for Growth Ltd, who 
suggested that more companies had 
management information systems than 
had effective management control of 
their business! Common faults included 
systems which employed over-complex 
paperwork; unreliable information from 
doubtful sources and’ extrapolations; 
outdated statistics; and misunderstanding 
of the information requirements. More- 
over, no two management teams were 
the same, and a system imported from 
one environment almost certainly would 
not work in another. a 

Management information systems had 
been bedevilled in recent years by a rush 
of self-styled experts who had inflated 
the whole subject and invented their 
own jargon; worse still, a number of 
senior executives — including account- 
ants — had allowed themselves to be 
persuaded that without a massive in- 
formation and control system they could 
not be running a worthwhile operation. 
Mr Foster distributed a relatively simple 
form of monthly finance report which, 
he said, was adequate for some 60 per 
cent of British companies. 

Information systems were not a witch- 
hunting exercise, nor were they intended 
to show how clever some executives 
had become in forecasting. The objective 
was to permit better decisions and thus 
to achieve better corporate results. 


Role of the accountant 


In all this, accountants should adopt a 
more active role than they had in the past; 
remembering that most non-financial 
executives were to some extent ‘statistical 
illiterates’, the accountant should be the 
educator in financial management; pro- 
vider of relevant information; arbitrator; 
co-ordinator; and interpreter. 

‘The computer, said Mr Foster, was 
‘the most misunderstood, misused and 
under-utilized tool ever devised for 
management; it is still fashionable, and 
everybody wants one regardless of utili- 
zation’. It had been reliably estimated 
that most computers were used for only 
40 per cent of their time on productive 
work, and barely 25 per cent on necessary 
work, 

He concluded with an apocryphal 
‘saying of Confucius’, freely paraphrased, 
to the effect that ‘When you are up to 
your [neck] in alligators, it is difficult 
to remind yourself that your initial 
objective was to drain the swamp’. Mr 
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Mr H. B. Singer, F.C.A., a member of the Institute’s Council (/eft) in conversation with two of 
the speakers — Messrs F. E. Bleasdale, F.C.C.A. (second left) and D W. Foster — and Mr 
E. W. Hoult, M.A., F.C.A., a member of the Summer Conference Working Party. 


Foster pleaded with his audience not to 
shoot the alligators; some of them might 
prove to be valuable. 


Shortcomings of accounts 


In his paper on ‘Reforming the annual 
report’, Mr Ian Hay Davison, B.Sc.(ECON.), 
F.C.A., said that it was time to re-examine 
the objectives of annual accounts. Too 
much emphasis, he suggested, was at- 
tached to the balance sheet as “a reposi- 
tory of unexpensed balances’ to prove 
the accuracy of the book-keeping, and 
too little to the much more important 
concept of value; the balance sheet had 
become a list of unexpired costs which 
nine laymen out of ten thought was a 
statement of ‘what the business was 
worth’. 

The profession should reassess its 
dependence on some of its fundamental 
concepts. In particular, the policy of 
conservatism — admirable enough in the 
eyes of a company’s creditors ~ was in 
direct conflict with the more important 
aim of accounts that were independent, 
fair and free from bias. Conservatism 
as a policy favoured some users of ac- 
counts at the expense of others. 

Accounting was the language in which 
the managers of a business addressed 
other parties, and the measure of an 
effective language was the degree to 
which it could be understood by its 
listeners. Current value was an in- 
herently unbiased concept, not designed 
to favour one sector as against another, 
and a balance sheet showing the current 
value of economic resources offered the 
most meaningful and most helpful in- 
formation to both shareholders and 
creditors. The ‘value’ of an economic 


resource was the price it commanded in 
exchange; the value approach did not 
reject historic cost as a measure of value, 
but recognized it only as one of several 
such measures and not as an end in itself. 

Establishment of accounting standards, 
Mr Davison continued, was a matter of 
choice between alternative treatments; 
accounting would always be a largely 
pragmatic science, and standards that 
were ‘nearly right’ and led to better 
accounting were better than ‘a lowest 
common denominator with which no- 
one will disagree but for which few will 
fight’. He called for firm and urgent 
action to establish standards on mergers, 
extraordinary and prior year items, and 
taxation, if the ASSC’s programme was 
not to lose credibility, and claimed that 
— despite the Institute’s clearly stated 
position ~ standards had been breached 
without any indication that the Council 
was prepared to act against those res- 
ponsible. 

He pointed out that the Companies 
Act 1967 had greatly increased the 
amount of information to be disclosed 
in the directors’ report, although this 
was not covered by the audit review. One 
solution was for auditors to press for as 
much of the statutory information as was 
capable of audit to be included on the 
face of the accounts or in the notes 
thereto; then the reader would know that 
the accounts carried the facts and the 
directors’ report the opinions. 


Multinational companies 

The final paper of the conference was 
presented by Mr F. E. Bleasdale, 
F.c.c.A., who drew upon his experience 
as assistant treasurer of Esso Europe 
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An informal gathering for coffee between sessions. 


in speaking of ‘Financial communication 
- within multinational companies. A 
national company which decided. to go 
multinational was confronted with many 
new factors requiring financial skills, 
including regulations on incorporation 
and capitalization; local accounting con- 
ventions; banking and exchange control 
requirements; foreign currencies; transfer 
pricing; and tax effects, including double 
taxation relief. Success in multinational 
operation called for a high degree of 
financial co-ordination. 

The success of any major company, 
but especially a multinational, depended 
upon the use made of its communication 
system, embracing environmental con- 
siderations, corporate plans, budgets, 
forecasts and results. Decision-making 
would be widely delegated within broad 
policy lines laid down from head- 
quarters, with national companies es- 
tablished as ‘profit centres’ and aiming 
to meet return on investment targets. 

Particularly in the light of recent 
experience, swings in foreign exchange 
markets had had a dramatic impact upon 
the results of multinationals. The whole 
subject of foreign exchange exposure was 
extremely complex and had given rise 
to differences of opinion between ac- 
countants and economists; the American 
experience suggested that development 
of an accounting standard on this subject 
in the UK was likely to prove contro- 
versial and difficult. 

‘British involvement in Europe, he 
said, presented its own problems; UK 
exchange controls had been relaxed as 
affecting investment in Europe, but 
not yet in relation to dividend payments. 


There were a number of different 
European conventions affecting financial 
policy; among the examples listed by 
Mr Bleasdale were accelerated deprecia- 
tion, inventory reserves, minimum equity 
participation, parent company loans, 
timing of dividend payments, and with- 
holding taxes. 

Winding up the conference, Mr H. T. 
Nicholson paid a well-merited tribute 
to the standard of the papers. 


Presidente address 


Speaking at the formal dinner which 
concluded the conference, the President, 
Mr E. Kenneth Wright, M.A., F.C.A., said: 
‘Many factors contribute to the standing 
of the designation “chartered accountant” 
— which at present rides high with the 
public, with the business community, with 
our sister professions, and with govern- 
ment agencies — both in this country and 
abroad. The outstanding feature of our 
success is the quality of our 55,000 mem- 
bers; if they had been of poor calibre, no 
amount of image-building at headquarters 
could have done any good. Having 
said this, I think it will be accepted that 
the ability of the elected representatives 
on the Council to provide the profession 
with the leadership which it needs 
is of prime importance. A democratic 
profession will get the leadership it 
deserves. 

"We must therefore make certain that 
the new democracy succeeds. Democracy 
is really a very difficult and fragile form 
of government. If it is ro work well, all 
the parties must accept their responsi- 
bilities and in particular the electors 
must be well-informed — informed about 
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the present and possible future policies 
of the Institute, informed about objectives 
and alternatives that are open, informed 
about the qualities and abilities of the 
candidates and of their capacity to 
represent their constituents. 

‘I believe that the Institutes own 
communications system is reasonably 
good. J am not so naive as not to recog- 
nize that this assertion will be chal- 
lenged; we chartered accountants are a 
critical lot by nature. But the fact is that 
we put out a great amount of infor- 
mation, we have been successful in 
encouraging discussion and understand- 
ing of our proposed policies — education 
and training, post-qualifying education, 
accounting standards and the like — and 
I think it is fair to say that members now 
have the opportunity of participating in 
the major areas of decision-making. 


Council candidates 


‘The problems of candidates for 
election to the Council, in making them- 
selves known to their constituents, is 
for us a new one. Naturally enough, 
people tend to vote for candidates whose 
names are well known to them. But we 
should recognize that there are many 
people who could make a valuable 
contribution to our work and who would 
be excellent members of the Council, 
who are not well-known and indeed 
would be diffident about blowing their 
own trumpets in an election campaign. 
I would regard it as a major misfortune 
if the electorate does not educate itself 
to evaluate the* real merits of all the 
candidates. 

‘In the dissemination of information, 
we are well served by our professional 
papers; the complaint I most frequently 
hear, indeed, is that we have too much to 
read, not too little. Apart from information, 
however, there is the formulation of 
opinion; we cannot all be expected 
to make up our own minds on every 
issue that comes up. It is the duty of the 
press to criticize, to debunk, to expose — 
I make no complaint about that; I 
believe in a free press. But I make this 
plea: that comment should be carefully 
weighed, and that knocking for knock- 
ing’s sake should be avoided. 

‘With 55,000 members, it is natural 
that many should feel remote and play 
little active part in Institute affairs. But 
I like to think that the fact that our 
members keep up their membership 
means that they value the designation 
“chartered accountant”. That being so, 
I hope they will regard it as their duty 
to inform themselves sufficiently about 
Institute policy and the merits of the 
candidates for election to ensure that 
our new democracy is well-founded’. 
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The fire claim was paid in full. 





But the business 


So there wete problems. How to pay con- 
tinuing expenses ? How to keep production 
going? How to keep customers? How to 
stop key people from leaving? How... ? 
Your fire insurance won’t indemnify you 
against all the consequences of a major fire. 
Without additional protection your busi- 
ness could be in very serious trouble. 

GRE Business Interruption Insurance pays 
economic costs of temporary premises, 
pays for extra overtime, pays for work to be 


wasn’t insured 


sub-contracted. It protects management 
salaries, production wages, overheads, 
shareholders interests, and the earning 
capacity of your business. It is highly 
flexible, and backed by expert advice. 

Does your business have this essential 
protection? If not, it could be gravely at 
tisk. Ask your insurance broker about 
GRE Business Interruption Insurance, or 
ask for our useful explanatory booklet at 
your local GRE office. 


You get a good deal from 





Guardian 
Royal Exchange 
Assurance Group 


Head Office: Royal Exchange London EC3P 3DN. 
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WHOLE-DAY COURSE MONDAY, OCTOBER 22nd, 1973 


COMPANY LAW REFORM 


THE GOVERNMENT PROPOSALS FOR THE REFORM OF COMPANY LAW WILL HAVE 
FAR-REACHING EFFECTS. 


THIS COURSE HAS BEEN PLANNED TO ENABLE THOSE ATTENDING TO APPRECIATE THE 
EFFECT OF THE PROPOSALS ON COMMERCIAL ACTIVITIES AND IN PARTICULAR ON 
INVESTORS AND AUDITORS, AND ON CORPORATE FINANCE. 


CHAIRMAN: DAVID RICHARDS, F.C.A., 
Partner, Harmood, Banner & Co 


SPEAKERS: RT HON. EDWARD DU CANN, P.C., 
Chairman, Keyser Ullmann Ltd 


CL BALL, F.C.A., 
Director, Kleinwort, Benson Ltd 


A. H ISAACS, B.A., 
Partner, Stephenson Harwood & Tatham 


T. G. R. LAWRENCE, F.C.A,, E 
Partner, Coopers & Lybrand 


R. S. WALDRON, F.C.A., 
Partner, Hill Vellacott 


S. J. TITCOMB, F.CA., 
Partner, de Zoete & Bevan 


The course will be held in the Great Hall of the CHARTERED ACCOUNTANTS’ HALL, MOORGATE 
PLACE, LONDON EC2, on MONDAY, OCTOBER 22nd, 1973, from 9.30 a.m. to 5 p.m. 


The fee is £18+£1-80 VAT at 10 per cent to include morning coffee, luncheon, afternoon tea and 
gratuities. If notification of cancellation is received by October 15th, 1973, a refund will be made less 
a booking fee of £2-20 provided the ticket is returned. After this date no refund will be made. 
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WHOLE-DAY COURSE: OCTOBER 22nd, 1973: COMPANY LAW REFORM: 9A 


Application is made fOr... ess places to attend and a cheque for E (places at £19-80 
each) is enclosed, made payable to "DS 

REPLY TO EE COMPANY OR FIRM.. 
ADDRES Eed liste tivcectcteual 
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Give Credit Where Due 


Principles of Receivables Management 


by CEDRIC G. DARLEY, F.C.B.1L, F.LC.M., A.M.B.1.M., M.Inst.A.M. 
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The term ‘credit orientated society’ has become something of a catch-phrase 
in recent times; but it is no exaggeration to say that credit, particularly in the 
consumer field, has exploded into gigantic proportions over the past few years. 
Mushrooming issues of credit cards such as ‘Access’ bear ready evidence to 
this, and it has recently been estimated that there is now in existence, at any 


given time, an average of two credit transactions for every man, woman and 
child in the United Kingdom. Against this background, the author — who is 


credit manager of the Cement Marketing Company Ltd, and a Council member 
of the Institute of Credit Management — examines the functions and 
responsibilities of a properly organized credit control department. 


Cee has contributed considerably to the growth of 
industry and, as a direct result, to the relatively high 
living standards which we enjoy today. On the commercial 
side, enlightened managements are becoming increasingly 
aware of the growing importance of credit, and the con- 
tribution which may be made to profits by the effective 
management of receivables. Its importance as an aid to 
sales cannot be over-emphasized. 


Benefits 


Despite the foregoing, one is perhaps tempted to inquire 
why a supplier should extend credit in the first place. 
Bearing in mind the obvious advantages to be gained by 
taking credit as a purchaser, the granting of credit as a 
supplier can also bring benefits, although not quite so 
obvious: i 


(a) Increased turnover will result by bringing into range 
prospective customers, who do not have the ability to 
remit cash for their purchases. It must be remembered, 
however, that greater profitability will result from 
increased turnover only if the overhead costs of giving 
credit are more than fully covered. 


(b) Expansion of a business should follow from increased 
turnover, and this in turn will facilitate a wider variation 
in the goods or services a supplier is able to offer its 
customers. 

(e) Increased purchasing power should result from increased 
turnover, so that a trader is in a position to take advantage 
of bulk buying rebates or favourable discount terms. Cost 
savings achieved in this way may be utilized to increase the 
working capital of a business, or passed on as benefits 
to customers. 

The importance of credit being justified, at least to some 
extent, it is a sad fact that all too often this key function 
is relegated as a part-time chore to some already over- 
worked accountant or company secretary; or, worse still 


to an assistant who is in no way qualified or competent 
to understand the deeper implications. A properly 
structured and well managed credit control department, 
apart from achieving some or all of the advantages above, 
will pay for itself in a very short period of time, by reducing 
and maintaining receivables at the lowest level, consistent 
with keeping turnover at a maximum, and without loss of 
customer goodwill, On the basis that bad debts, other than 
those caused by bad judgment or plain bad luck, follow 
from long overdue accounts, the maintenance of receivables 
at lowest levels will bring the added cost saving of smaller 
bad debt losses. 

Lingering for a moment on the question of bad debts, 
let me state very clearly that it is not at all dificult to 
avoid them — one merely has to say ‘no’, whenever presented 
with a set of circumstances that imply that there is some 
element of risk. Taking a carefully-evaluated risk, however, 
is part of commercial business life, and the man that makes 
no bad debts is no credit manager! Remember also that 
sales are likely to be restricted by the adoption of a dog- 
matic attitude towards adverse risk factors, and it is doubt- 
ful if even the accountant would be pleased — although he 
would have no bad debt provision to calculate. 


People 


The present-day commercial credit manager is perhaps 
primarily concerned with people rather than pure financial 
matters — the people who comprise his staff (without them 
he would be of little use); his colleagues from other 
departments within his own organization (particularly 
sales); and lastly, but most important, the persons who 
collectively comprise his firm’s customers (and without 
whom he would have no job). The prime requirement, 
therefore, for establishing an effective credit control 
department is the employment of a manager and staff 
who will be compatible with, and able to deal confidently 
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with, the company’s customers and sales management. 

It is essential that credit personnel have the ability to 
communicate lucidly at all levels both internally and 
externally; and, due to the very nature of the job function, 
it is often the case that they are at least to some degree 
extrovert. This is doubtless due to the sales connotation 
because, although it is usual for a credit department to 
come under the jurisdiction of accounts or administration, 
credit personnel are as much ambassadors of a company as, 
say, the sales representatives, and the enlightened credit 
manager will regard himself very much a part of the 
marketing team. 

This may be the correct juncture at which to consider 
what should be the objectives of a credit control department. 
In my opinion, they should at least include the following: 

(i) To ensure the creditworthiness of all customers. 

(ii) To institute and maintain an adequate follow-up system 

to ensure maximum cash inflow. 

(iii) To minimize bad debt losses by maintaining adequate 

collecting agency and legal facilities, in conjunction with 
(i) and (ii) above. 

In summary the prime objective of a credit control 
department is to restrict slow-paying accounts and sub- 
sequent bad debt losses to a minimum, but consistent with 
maintaining sales turnover at a figure which will ensure 
maximum profitability. The weightings given to the various 
factors comprising this objective will vary according to 
the needs of a company and its type of business, the 
markets involved, current trading conditions, the type of 
product and production capacity. It goes almost without 
saying that no friction should exist between credit control 
and sales departments, and in my opinion it is entirely 
irrelevant as to who technically gives or stops credit — 
providing, of course, that the credit manager has formulated 
a clear understanding and policy with sales management 
at the outset. 


Staffing and organization 


The staffing and organization of a credit department will 
vary considerably according to the needs of a company 
and its type of business. Some firms, for example in the 
field of hire-purchase finance, might employ a sales ledger 
manager, a credit manager to assess the risk, and one or more 
collections managers to apply the principle of ‘polite 
persistence for the painless extraction’. 

In large commercial organizations, the question often 
arises as to whether the credit manager should control the 
sales ledger function or otherwise. Some would argue that a 
credit manager should confine his activities to assessment 
and collections, and avoid becoming involved in the day- 
to-day detail of sales ledger maintenance. Others, with 
whom I personally tend to agree, take the opposing view 
and say that, by controlling the sales ledger function, a 
credit department is then responsible for its own destiny, 
particularly for example in the matter of debt collection. 
Whichever the principle adopted, the prerequisite for an 
efficient credit department is a well-maintained, fully- 
reconciled sales ledger from which to make positive 
application and effective collection of outstanding moneys. 
There is a further point that credit granting becomes 
impossible without one being aware of the current risk 
exposure. 
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The activities of what I would consider to be a fairly 
typical medium/large company commercial credit depart- 
ment revolve around four main areas: 


(1) Credit assessment and sanction 


In addition to the necessity for keeping under continual 
review and ensuring the creditworthiness of all current 
customers, a healthy marketing situation should result in a 
steady inflow of prospective accounts for credit assessment 
and sanction. 

Whilst most will be familiar with agency, trade and bank 
references, there are one or two points which deserve 
special mention. The agency status report will in general 
terms give what one pays for and, bearing in mind that 
there are a number of non-profit making organizations in 
this field, reports are competitively priced, and generally 
give good value for money. Speed is very often of the 
essence in credit granting, and the main problem ex- 
perienced by credit men is that these status reports some- 
times take several weeks to arrive. 

Trade references must be evaluated taking into account 
a number of circumstances. For example, not too much 
importance should be attached to a glowing reference 
received from a monopoly supplier, because your prospec- 
tive customer has little option but to pay that company 
on time to survive in business. 

One must remain constantly alive to the possibility of 
a fraudulent reference. These may take many forms, but a 
fairly common one, of which I had an actual example 
myself only a few weeks ago, is a reference given by an 
associate, subsidiary or parent company of the prospect. A 
very important point — when giving written trade references, 
always state that the information is given in complete 
confidence and without responsibility whatsoever on your 
part. 

The value of bank reports is nearly always a matter for 
argument, but the salient fact to remember is that your 
prospective account is the bank’s customer, and a bank 
manager will therefore feel somewhat reluctant to make 
adverse comment. A bank report requires correct inter- 
pretation; for example, ‘would not enter into commitments 
he could not see his way to fulfil’, is not on the face of it 
derogatory, but there would be little doubt in my mind that 
our banker friend is intending a hint of caution, to say the 
least. There is really only one truly satisfactory bank 
reference, just the one word ‘undoubted’. 

Generally, I take the view that whilst bank references 
viewed in isolation are of little value, when considered in 
conjunction with the other credit information, they do 
make a valuable contribution to the ‘jigsaw’ of assessment. 
Balance sheets and accounts similarly make a useful 
contribution, but they are an historical record, usually 
well out of date, and it must not be overlooked that the 
balance sheet is merely a ‘photograph’ of the situation at 
a given point in time. However, trends established from a 
number of consecutive balance sheets should give one a 
most useful impression of progress or otherwise. 

At this point I would stress the need to establish correct 
trading styles, for these will be of great significance should 
subsequent litigation become necessary for recovery of 
overdue moneys. The customer’s headed notepaper is one 
method of ascertaining this information, and the use of a 
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simple credit application questionnaire for completion by 
representatives, indicating the likely volume of future 
business, together with their observations is recommended. 

One of the most valuable aids available to the profes- 
sional credit man is the confidence which he is able to 
share with his contemporaries in other organizations; and 
membership of the Institute of Credit Management will 
assist him to establish these most useful contacts. Needless 
to say, only personnel of the highest calibre should be 
engaged in credit sanction. 


(2) Sales ledger maintenance 

Stressing again the significance of a clean ledger for efficient 
and methodical collections, thus maximizing cash flow, the 
ledger section — whether manual or computer — should be 
adequately staffed. Very often, this area is sadly neglected, 
leaving accounts in an unreconciled state which can 
result only in ultimate write-offs when it becomes impossible 
to state categorically to a customer the precise composition 
of alleged overdue charges. Most manual or machine ac- 
counting systems allow for continuous reconciliation on the 
ledger cards following cash receipts (an essential task), 
but with the majority of computer systems (unless ‘open 
item’ and/or visual display), it will be prudent to maintain 
manually some form of total control account for each 
customer, possibly by way of a record card indicating total 
monthly sales, and dates of cash receipts, with the balances 
remaining. 

From personal experience, I have found it well worth 
while to insist that, when an incoming payment is credited 
to a customer account, any residue of charges remaining is 
proved to the ledger account balance, and a list of out- 
standing items produced agreeing the new figure. Even 
if a further payment is not anticipated at once, I would 
recommend the policy of writing to the customer acknowl- 
edging the remittance, and detailing charges remaining, 
because this action saves disputes or even losses, at a later 
date. 

Taking as an example a customer who purchases sup- 
plies of standard values each month, it is very easy for 
confusion to arise and a payment to be missed somewhere 
along the line. This type of query could be most costly to 
prove back over, say, a year, and an acknowledgement to 
each cheque should prevent this situation from arising. 


(3) Collection of overdue accounts 


This is without doubt the most important aspect of any 
commercial credit department, as efficiency in this field 
maintains the ‘life blood’ of a concern — the cash flow which 
is essential to the continued existence of any business. The 
staff so employed must be trained-calibre personnel, having 
the ability to express themselves clearly, both verbally and 
in writing, but without offence. However well disguised, the 
collections procedure will usually follow some form of pre- 
determined but flexible cycle according to the policy agreed 
between the credit manager and sales management, and an 
updating or diary system should be implemented to ensure 
that letters of application are progressed on time. 

A word here concerning standard type letters; the point 
I wish to make is that, if one utilizes standard letters for 
reasons of convenience or cost, do remember that the 
average customer is sufficiently intelligent to deduce from 
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the wording which stage collections have reached — and, 
more important, for how much longer settlement may be 
further delayed. Wherever possible, it will be prudent to 
vary the wording of letters from month to month, having 
for instance a ‘bank’ of three types of second letter of 
application. 

Idle threats should not be made without positive action 


‘thereafter, this being especially true in the case of the 


habitual slow payer. Telex and telephone services may 
supplement collections letters, and a personal visit by a 
credit man or sales representative often achieves the desired 
result without loss of goodwill. 

It is now practically accepted as standard procedure by 
most large organizations to produce a monthly age analysis 
of balances appearing in the sales ledger, and the credit 
manager should make it his personal responsibility to 
inspect this analysis to satisfy himself that collections pro- 
cedures are being adhered to in line with company policy. 
This schedule may, of course, be put to other uses, such 
as the basis for initiating the collections programme. 

Most credit departments attempt to measure their 
success or otherwise, in one form or another: for example, 
the number of days’ sales represented by the total receiv- 
ables at the month-end. I would suggest that expressing 
the total of each of the three or four age columns as a 
percentage of the total outstandings for each month gives 
one a useful barometer as to how collections are pro- 
ceeding. Some may prefer measurement by credit days, 
whilst others work on a percentage overdue basis, but it 
does not matter very greatly which method is employed, 
providing that there is consistency in application from one 
month to the next. 


(4) Legal collections and liquidations 


It is a matter of opinion whether or not these matters are 
the responsibility of a credit department, especially as 
credit men often liken themselves to doctors, maintaining 
their customers’ healthy condition, rather than expending 
valuable time and energy on the undertaker’s job. However, 
as the majority of commercial credit departments do appear 
to handle these situations internally, detailed records will be 
required for customers in litigation, receivership, and 
liquidation. 

When taking advice from an outside solicitor, do ensure 
that the credit department instructs him as to the various 
actions to be taken, thus retaining overall responsibility 
and control. It will be prudent to place all liquidation cases 
on, say, a three-monthly follow-up cycle, in order to 
maintain anything approaching realistic figures for write-off 
to trading accounts. 

Finally, if you have no credit department and no project 
for establishing one, I leave you with two final thoughts: 


(a) Take an account where you have supplied goods to the 
value of £5,000 on monthly terms, and the budgeted net 
profit (allowing for the cost of credit) is £250. If that 
customer is allowed to take four months to settle, the 
interest at ro per cent per annum on £5,000 for the 
three additional months is £125. Your profit on this 
sale has therefore been reduced by so per cent. 


(6) Your trade debtors almost certainly represent your 


company’s largest current asset, and one that can only 
depreciate in value with age. 
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A Disappointing Document 


Inadequate Check on Abuses 


by I. S. STEPHENSON, M.A., LL.B. 


The Government’s proposals for company law reform were laid before 
Parliament at the end of the last session (The Accountant, August 2nd). In 
this, the first of a series of four articles, the author — a member of the 
Faculty of Law at Newcastle upon Tyne University — examines the White 
Paper’s provisions on insider dealing, warehousing and nominee holdings, and 
concludes that there is a case for a more vigorous approach — if only to allay 


public disquiet. 


T Government White Paper on Company Law 
Reform (HMSO Cmnd 5391) is a disappointing 
document, bearing the stamp of an exercise in public 
relations rather than a carefully-studied contribution. It is 
in essence a souped-up (and sometimes watered-down) re- 
hash of some of the proposals of the Jenkins Committee 
for Company Law Reform (Cmnd 1749) — proposals 
which were first issued more than a decade ago — seasoned 
with a couple of proposals for allaying public disquiet 
concerning certain abuses which have been rampant of late 
(whether the proposals will cure the abuses is another 
matter), a whiff of the European infection, and a few 
specious references to wider issues whose settlement is 
postponed. 

In these articles I propose to deal first with the proposals 
for remedying the abuses known as ‘insider dealing’ and 
‘warehousing’; secondly, with the remaining specific 
proposals of the White Paper; and lastly, with some of the 
wider issues which the White Paper mentions only for the 
purpose of discussion. 


Public disquiet 


Whether deservedly or otherwise, there can be little 
doubt that widespread public disquiet has been aroused 
by the virtual certainty that substantial gains have been 
made from dealings in a company’s shares by those with 
specific inside knowledge of a vital piece of information 
concerning that company’s immediate prospects. Such 
knowledge has usually been gained in relation to pending 
take-over bids, but may also relate to awareness that there 
is shortly to be announced a substantial alteration in the 
company’s fortunes. It could be merely coincidence that so 
many take-over bids are accompanied by a sudden remark- 
able upward surge in the price of the shares during the 
week or so preceding the bid; unfortunately, such an 
extraordinary series of coincidences as has been witnessed 
during the past decade simply beggars credulity. It also 
seems from time to time to pass the credulity of the 
individual company concerned, inasmuch as The Stock 


Exchange is sometimes asked to conduct an investigation 
into the recent dealings in those shares. 

Since the results of the investigation are not published, 
public disquiet is scarcely likely to be allayed; the fear of 
public odium being thus non-existent, the only sanction 
at present available would seem to be a matter of internal 
discipline for the company 1f its own staff — or, at least, the 
holders of the less powerful posts within the company ~ 
were found to be concerned. This vague possibility is 
likely to afford scant solace to the person on the other end 
of the share-dealing transaction who has been bilked out of 
most of the benefit of the shares by virtue of the unfair 
advantage which inside knowledge gives. 

The Take-over Panel has exhibitéd a similar absence of 
sanctions or publicity for companies who have missed their 
profit forecasts during a take-over situation without any 
reasonable explanation. It may be that identification of the 
parties involved is at present inhibited by fear of being 
subjected to a claim for defamation in consequence; this 
fear could and should be removed by a legislative provision 
conferring qualified privilege in such circumstances, so that 
any defamation action would fail unless it was proved that 
the report was malicious. The present position, coupled 
with the widespread practice of dealing through nominees, 
confers virtual immunity on those trafficking in the com- 
pany’s shares by virtue of their inside information, and 
reaches the level of the grotesque with the possibility of a 
report being made to the top official of the company that 
the top official has himself been trafficking in the company’s 
shares! 


Criminal sanctions 


The Government White Paper proposes that, in principle, 
‘insider dealing’ should be made a criminal offence, and 
that a person who profits unfairly in this way should be 
legally liable to make good the loss to the person with whom 
he dealt. The definition of ‘insider’ is to include directors, 
employees, major shareholders and professional advisers 
of the company, together with ‘near relations’ (presumably 
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to be defined as in present company legislation) of each of 
these people. 

In view of the extensive range of persons, extending as far 
as printers, clerks and typists as well as directors and 
professional advisers, who must be cognisant of and thus in 
a position to profit by inside knowledge from matters such 
as impending take-over bids — and also bearing in mind the 
furtive mode in which they are most likely to conduct their 
operations — it should be obvious at the outset that any 
legislation designed to check this must make provision for 
an adequate body of persons to police and enforce the 
legislation and for throwing as much light into dark 
corners as possible. Even with such safeguards, the 
legislation is likely to be only partially effective in practice; 
many may, however, be deterred from indulging in such 
transactions, provided there is a sizable risk of being 
caught. f 


Directors’ dealings 


What provision does the White Paper make as regards the 
all-important questions of enforcement and disclosure? 
The answer seems to be — monumentally little. It is 
proposed to speed up the period within which a director is 
required, under sections 27 to 29 of the Companies Act 
1967 to notify the company concerning ‘his dealings in the 
company’s shares. This may be useful, but a buccaneering 
director is unlikely to be over-scrupulous in observing the 
notification provisions anyway; moreover, the provisions 
only extend to dealings by the director, his spouse or 
infant child, and it is a poor look-out if no other relative 
can be found to serve the turn of making a quick killing — 
often in return for a share of the proceeds (‘Whoever would 
have supposed that Uncle George could be so useful?’). 

No provision is made in the White Paper for setting up a 
semi-autonomous body corresponding roughly to the 
American Securities Exchange Commission, which could 
be charged with the duty of enforcing the proposed 
legislation on this matter; thus such ‘enforcement’ is 
apparently to be left to the somewhat spasmodic efforts of 
the understaffed agencies at present available. Moreover, 
since the White Paper asserts that ‘openness in company 
affairs is the first principle in securing responsible be- 
haviour’ and reiterates this theme from time to time, it is 
somewhat remarkable that the practice of holding shares 
through nominees should be stamped with Government 
approval almost without discussion. 

The White Paper merely remarks cursorily that ‘there is 
nothing inherently wrong in the practice of holding shares 
through nominees, and indeed there are many circum- 
stances in which the practice is both normal and con- 
venient on commercial or personal grounds’. One could 
equally well allege that there is nothing inherently right in 
the practice of holding shares through nominees. Although 
there is, no doubt, something to be said on either side, it is 
pertinent once more to call in question where the balance of 
advantage lies; the White Paper makes no attempt to set 
out the counter-balancing arguments. The report of the 
Cohen Committee on Company Law Amendment, issued 
in 1945 (Cmd 6659), discussed the matter in some detail; 
in 1943, approximately 600,000 individual holdings of 
company securities were registered in the names of British 
banks or their nominee companies. Three of the-nominee 
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companies of one bank totalled nearly 40,000 separate 
holdings and carried out 137,000 transfers of shares during 
that year. 

The Cohen Committee concluded that ‘In principle, we 
consider that shareholders and the public are entitled to 
know in whom control is vested. No member of our 
committee believes that any legitimate purpose would be 
prejudiced by disclosure of the names of the beneficial 
owners, if such disclosure is considered desirable in the 
public interest and could be effectively and conveniently 
enforced without causing unnecessary work’. The com- 
mittee then expressed doubts as to whether the volume of 
work involved in disclosure would not be too great, and 
whether enforcement could be wholly efficient, but re- 
commended that every person who directly or indirectly 
beneficially owned 1 per cent or more of the capital of the 
company or any class of shares in the company should be 
obliged to file a declaration of his ownership within ten days 
thereafter, and that this information should be kept 
available for public inspection; moreover, ‘beneficial 
owner’ should be widely defined. 


The Government decided not to implement this 
recommendation, and the Jenkins Committee, possibly 
discouraged by this precedent, merely recommended dis- 
closure of identity by the beneficial owner of 10 per cent or 
more of the equity capital or of any class of equity shares of 
a company with a stock exchange quotation; this was 
enacted in section 33 of the Companies Act 1967. The 
current White Paper concludes that new legislation regard- 
ing nominees is needed to deal with ‘warehousing’ (and 
thus, by implication, with nothing else), and that there the 
disclosure limit should be raised to, at most, 5 per cent. 

Even here, it should be observed that the efficacy or 
otherwise of this provision will depend on the extent to 
which the new legislation provides for ‘grouping’ the 
activities of associated companies, unit trusts and the like 
in deciding whether the magic level of 5 per cent, or what- 
ever lesser level is fixed, is attained. Thus after the lapse 
of almost 30 years we arrive, to the accompaniment of 
loud huzzas, at watered-down Cohen. And how is the 
much-vaunted proposed new legislative right (a right 
which has existed for some time in the United States) of 
those bilked by ‘insider knowledge’ share dealings to 
recover compensation for their loss from the other party to 
be made effective, if the aggrieved party can learn no more 
than that the shares were dealt in by a nominee company? 


Legislative amendments 


The White Paper states that ‘there is a large and complex 
area of common law and the law of trusts which would be 
involved in any attempt to forbid the practice [of nominee 
shareholdings] even if that were thought desirable’. It 
may be doubted whether any more complexity would arise 
in making necessary amendments to this branch of the 
law rather than to most others; indeed, coming from a 
country which in 1925 successfully tackled the recasting of 
almost every branch of its land law, to argue that it would 
be an unduly difficult legislative task (irrespective of its 
desirability or otherwise) to amend this very minute 
segment of company law and deal with consequential 
amendments is simply pathetic. (To be continued.) 
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Company Law and Capitalism 
by Tom HADDEN. 
Weidenfeld & Nicolson, £575. 


English company law is not unworkable, but it has ceased to bear 
close relation to the realities of commercial organization. In this 
way the author, who is lecturer in law at the Queen’s University 
of Belfast, introduces his study in which he seeks to reformulate 
the existing law by reference to the various types of. business 
organization with which it is concerned, i.e., private and public 
companies, large and small. At the same time the political 
assumptions, underlying the development of the capitalist 
economy, which have determined the evolution of the legal 
system relating to corporations are well brought out. There is, in 
addition, an extended discussion of the relationship between the 
modern corporation and the shareholders. 

For the many accountants who can still recall the hours 
spent in cramming dreary case law and legislation, and whose 
views on legal studies derive from those days, this book will 
provide a refreshing and stimulating insight into what the law is 
really about in a modern economy. Not everyone will share the 
author’s views; but all will agree that he writes on topics and 
issues which are in the forefront of public discussion with 
clarity and much good sense. The student will learn, at the same 

, time, quite a lot of useful law. 


The New Inflation 
* by AUBREY JONES. 

Penguin, 4op. 
Sub-titled “The Politics of Prices and Incomes’, this little book 
appears at a highly opportune time. It can hardly be disputed 
that the ex-chairman of the now defunct National Board for 
Prices and Incomes should have something relevant to say on 
the subject of cost inflation. 

For anyone who wants to understand the forces which are 


shaping and contributing to our current economic policies, this 
is a worth-while book. 


Budgetary Control and Standard Costing 
Third edition by 8. R. CAVE, F.C.A., A.C.M.A. i 
Gee & Co (Publishers) Ltd, £380. 


This book was first published in 1955 and in its third edition has 
been revised and brought up to date. A new chapter has been 
added to explain how factories engaged on jobbing or small 
batch production and using historical costing methods can 
apply budgetary control with standard values. As a result, 
monthly management accounts can be prepared to include ‘cost 
to completion’ statements for a selected number of jobs taking 
a cycle of several months, thus enabling management to take 
early action if need be. 

Otherwise the bulk of the book covers well-trodden ground 
in the materials, labour and overheads fields. The author claims 
in the introduction that the system described, based as it is on 
conventional thinking, is comparatively simple to operate, the 
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periodic statements being drawn up in a form which shows the 
maximum amount of information with the minimum of detail 
and that two or three sheets of paper are all that management 
should need to exercise strict control over all revenue expendi- 
ture. Throughout the book the same figures have been used in 
all specimen forms, and this assists the reader in following the 
various stages of the accounting. 

There is no bibliography, or references to other works or 
articles on budgetary control and standard costing, and this 
leaves the reader with a sense of isolation. 


Cross Frontier Mergers in Europe 
by CHRISTOPHER LAYTON. 
Bath University Press, paperback, {1-50. 


The sub-title of Mr Layton’s book is ‘How can governments 
help’? In fact, as he demonstrates, governments play a signi- 
ficant part in industry in a number of countries especially in 
France and Italy, though in different ways. Up to now, however, 
mergers have been mergers within countries rather than cross- 
frontier mergers which in general have not been encouraged. ` 

What Mr Layton suggests is needed is the removal of barriers 
within the EEC, followed rapidly by a European Agency 
encouraged by the governments of EEC countries and staffed 
by men with expertise in their fields, and supported by in- 
centives and defined by a merger code. 

Mr Layton’s book is interesting and informative and includes 
a glossary. It will be interesting to compare his ideas with the 
final form of the EEC directive on mergers. 


Taxation in Europe 


by W. B. DEADMAN, F.T.I.I., AGLë, and G. G. WALL, B.A., 
A.C.A., A.T.I.I. 
Farringdon Publishing Co, £125. 
This 86-page booklet covers both the member countries of the 
EEC and the seven other countries in Western Europe. It is 
intended as a brief outline for the businessman of the national 
tax systems. It is, of course, as the authors emphasize, only a 
guide and, before decisions are taken, it is essential to take expert 
advice. Ss X 

The business reader would certainly need some understand- 
ing of modern tax systems to appreciate the text and the 
differences between the national tax structures. Given that 
understanding, the booklet could provide a useful starting point 
for a more detailed review. 


Share Valuations 
Second edition by T. A. HAMILTON BAYNES, M.A., F.C.A. 
Heinemann, £3'50. 


The host of professional accountants who have read the late Mr 
Hamilton Baynes’ writings on this subject need no recommenda- 
tion from any reviewer to welcome the second, revised and 
enlarged edition of this standard work. It need only be repeated 
that the work is comprehensive, readable and an invaluable 
source of reference for the practitioner. 


RECENT PUBLICATIONS 
FORGING ACCOUNTING PRINCIPLES IN AUSTRALIA, by Stephen A. 
Zeff, 67 pp. 8x 6. Australian Society of Accountants, $1. 
Prices AND Pay Copes, by W. B. Deadman, F.T.1.1., A.C.LS., and 
P. J. Hockey, a.c.a. 54 pp. 8x6. Farringdon, paperback 6sp. 
Common MARKET Law op ComperTITION, by Christopher 
Bellamy and Graham D. Child, xxvi+361 pp. 84x 54. Sweet & 
Maxwell, £775. 
SETTLEMENTS OF LAND, by Brian W. Harvey, M.A., LL.B. xvii--+ 
148 pp. 7X5. Sweet & Maxwell, £2:25, paperback £125. 
These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, 151 Strand, London WC2R OT, 
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Fair Value Basis for EED 


HIS week ‘Finance and Commerce’ 

indulges in another of its excursions 
outside the field of quoted companies 
for the accounts reprint — the subject 
being the accounts of European Enter- 
prises Development Company, a holding 
company incorporated in Luxembourg 
whose shareholders include 60 financial 
institutions in 15 European countries 
and in the United States and Canada. 

EED is a venture capital company 
supplying capital and managerial assist- 
ance ‘to help outstanding individuals 
build new companies or develop existing 
ones’, and the companies helped are 
usually in high technology areas. The 
company operates through what it calls 
service companies, the UK company 
being European Business Development, 
or ‘EBD’. Venture capital in EED terms 
means capital plus management assist- 
ance. 

EED is an international and also 
profitable venture capital organization 
which presents its accounts in terms of 
US dollars, and the accounts this year 
are shown on the fair value basis of the 
investment portfolio. In the early years 
of EED a conservative portfolio evalua- 
tion method was adopted. Up to and 
including 1971 provisions were made for 
possible losses on participations without 
taking into account any possible capital 
gains. 


Diminished risks 


Capital gains achieved on investments of 
early years have strengthened the view 
that risks have in fact diminished. The 
number of firms in the portfolio has 
increased and there are on the books 
companies at varying stages of maturity 
so that the risk spread has improved. 
During 1972 the possible capital gains 
on certain participations became more 
substantial and it was considered that the 
method of evaluating the portfolio ought 
to give shareholders the most accurate 
estimate of how much their shares in 
EED are worth. 

That, the EED directors point out, is 
‘particularly important in view of the 
board’s plans for having EED’s shares 
quoted on a stock exchange within two 
or three years’. So the technique of fair 
valuation estimated by the board has been 
adopted. The method used is fully des- 


cribed in the report and the description 
is included in the reprint as are the 
‘dummy’ — before and after — balance 
sheets and statements of operations. 

Commenting on the change, the board 
in its report states that the method is a 
practice common to venture capital 
companies in the United States similar 
to EED. The technique is used, for 
example, by American Research and 
Development Corporation whose chair- 
man, General Georges F. Doriot, was 
until recently also chairman of EED. 
His successor in the EED chair is Lord 
Shawcross, 


An index 


General Doriot has pointed out that an 
evaluation ‘should reflect a long-range 
view and not an immediate emotional 


reaction to good or bad news’, and 
‘the management of EED is anxious 
that its shareholders should be conscious 
of the approximate and somewhat arbi- 
trary nature of the expression "fair 


value” ’. 


Naturally, the evaluation process is 
continuous and a figure for incorporation 
into the accounts does not, so to speak, 
catch the management or board by sur- 
prise. There is a continual process of 
contact with afhliated companies and more 
particularly with the men behind those 
companies. 

After all, EED in the beginning finances 
people rather than things and people 
are EED’s real assets. General Doriot 
comments that ‘accounting practice has 
found no way to evaluate properly such 
assets’. The worth of people and the 
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worth of physical assets, and an assess- 
ment of their interrelation and interaction 
in terms of commercial success or failure, 
are the judgement ingredients of fair 
value. 

General Doriot considers that ‘giving 
any calculation an appearance of ac- 
curacy which because of the nature of 
the work cannot be attained can be very 
misleading’. Therefore the word ‘value’ 
should be understood as an index. 

General Doriot comments: “The index 
refers to what is called “unrealized gains”. 
No other claim is made. When securities 
are sold, the index is then transformed 
into money and at that time becomes 
“realized value’. That value can then 
really be expressed in money’. 

It should be fully appreciated that 
EED is now of a size when there is, so 
to speak, a throughput of companies 
with affiliates coming to venture capital 
fruition and moving on out of EED into 
independent commercial development, 
others in early development stages, and 
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others in mid-stage, and there is now a 
greater potential for ‘realized value’ 
within EED than there has been hereto- 
fore. 


Auditors’ view 


In their report Coopers & Lybrand, it 
will be noted, take a neutral view. The 
valuation procedures have been ‘reviewed’ 
and 
spected, and while the procedures appear 
‘reasonable’ and the documentation ‘ap- 
propriate’, there is in the determination 
of fair value ‘subjective judgement which 
is not susceptible to substantiation by 
auditing procedures’. 

It is understood that Coopers & 
Lybrand are also auditors to American 
Research and Development Corporation 
of America, so that there is already ex- 
perience of the method within the 
auditors’ camp. 

A monthly review of participations by 
the executive committee and the year- 
end double evaluation by the fair valua- 


‘underlying documentation’ in-- 
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tion committee and by the board should 
indeed provide a high degree of reliability 
of judgement, and it is well to note that 
the board considers that if the fair 
valuation ‘method had been applied to 
the evaluation of the portfolio at Decem- 
ber 31st, 1971, the 1971 accounts would 
not have been significantly different. 


Brayhead Reservations 


OOPERS & LYBRAND make two 
reservations in their report to the 
members of Brayhead. The ‘first is that 
the value of the investment in subsidiary 
companies of £858,998 shown in the 
accounts and the related item of premium 
on shares in subsidiaries of £168,830, 
are only justified at present on the basis 
of the realization of the surplus of some 
£400,000 estimated by the directors in 
respect of a freehold property. 
The property in question is the old 
freehold site of the Mastertape (Magnetic) 





NOTES TO FINANCIAL 
STATEMENTS 


for the year ended’ December 31, 
1972 


1. The company is incorporated under the laws of 
The Grand Duchy of Luxembourg and keeps its 
accounts in U.S. dollars. Foreign currencies have 
been converted at the rates of exchange which were 
prevailing at the balance sheet date. Unrealised 

, exchanged gains arising out of the use of these 
closing rates as opposed to those which were ruling 
at the time of the original investment, have been 
deferred in the balance sheet and added to the value 
of the company’s investments. 


As a result of the devaluation of the U.S. dollar which 
took place on February 12, 1973, the company stands 
to record further unrealised gains of approximately 
$1,000,000 on its loan investments and other 
receivables in foreign currencies. The potential 
unrealised gains on the company's equity investments 
which are not readily ascertainable will be reflected 

in the fair value assessment of investments at 
December 31, 1973. 


2. Investments include $3,450,018 far unquoted 
shares in, and $3,927,127 for loans to, unconsolidated 
subsidiaries in which the company owns more than 
50% of the voting equity. The accounts of these 
subsidiaries have not been consolidated because of 
the differences in operations: the company is an 
investment company where as the subsidiaries are 
operating companies. 


Had this basis applied at December 31, 1971, the 
‘Directors are of the opinion that the net equity at 
that date, and the result of operations for the year 
then ended, would not have been materially different 
from the position as shown in the December 31, 
1971 financial statements. 


(continued). 


STATEMENTS OF ASSETS 


AND LIABILITIES 


at December 31, 1972 and 1971 


Assets 

Investments (Note 2) 
Long-term (shares of affiliates) 
Long-term (loans to affiliates) 
Short-term (loans to affiliates) 


13,875,331 


Less: Adjustment to reflect fair value of 
unquoted investments 


Accrued interest and other receivables .... 


Marketable securities at the lower of cost 
or market value 


Cash 
Current accounts 


490,289 
192,784 
3,820,294 


Liabilities and 

Stockholders’ Equity 

Accounts payable 

Unrealized profit on exchange (Note 1) 
Stockholders’ equity: 


Capital stock — issued and fully paid, 
1,550,000 shares (Note 3) 


Premium on shares issued 
Accumulated reserves and surplus 





1972 


7,353,920 
4,368,209 


(200,000) 


15,408,824 
2,163,750 
1,646,052 


(expressed in U.S. dollars) 


1971 


5,077,576 
, 3,459,962 
1,671,113 


10,208,651 


13,675,331 (1,004,821) 9,203,830 


1,249,142 1,023,324 


297,375 


915,516 
40 630 
7,300,000 


18 


4,503,564 8,256,164 


$19,428,037 


$18,780,693 


31,012 
178,399 


20,347 
216,267 


15,408,824 
2,163,750 


971,505 
19,218,626 18,544,079 


$19,428,037 $18,780,693 
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subsidiary, redevelopment of which ‘is 
expected to commence this year’ according 
to the directors’ report. The develop- 
ment, the report states, ‘is estimated to 
result in a surplus of some £400,000 in 
excess of current balance sheet value of 
the site and development costs’. 

Coopers & Lybrand’s second reserva- 
tion concerns the exclusion of the results 
of an associated company, Leighton 
Investments, from the accounts. The 
accounts, the auditors point out, ‘are 
therefore not in accordance with State- 
ment of Standard Accounting Practice 
No. r. 

Under ‘Accounting Policies’, however, 
the Brayhead directors headed by Mr 
A. J. Richards, F.c.a., state that Leighton’s 
results ‘have not been included on the 
grounds of their immateriality’. In any 
event, during the current year an offer 
has been accepted for the Leighton 
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Investments’ shares and the deal is 
expected to yield a pre-tax profit in the 
region of £40,000. 

Brayhead held 1,079,868 shares of rop 
in Leighton — 40 per cent of the capital — 
with the holding standing in the ac- 
count ‘at directors’ valuation (cost) 
equivalent to approximately 3:2p a 
share’. The requisite note to the accounts 
gives the board’s opinion that ‘this is an 
associated company as defined in the 
Statement of Standard Accounting Prac- 
tice No. 1’, but clearly the board viewed 
the contribution to group earnings 
immaterial. 


A Long Way 


HERE is a nice understatement by 
Arthur Young McClelland Moores & 
Co in their report with the Dundee, 
Perth and London Securities’ accounts. 
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The auditors say they ‘have not considered 
it practical to confirm the quantity of 
stock stated in the accounts at £408,833 
held in the Falkland Islands’. It is 
rather a long way to go. The auditors 
have been content with ‘examination of 
returns prepared by the group’s local 
employees’. 

The Falkland Islands Company and 
The Falkland Islands Trading Company 
are Dundee, Perth and London Securi- 
ties’ subsidiaries and are engaged in wool 
production, banking and shipping in the 
Falkland Islands. Naturally, wool is 
currently good business and Mr Michael 
Buckley, A.C.A., reports that whereas the 
average price obtained by the company 
for last year’s wool clip was approximately 
54p a kilo, prices have averaged some 110p 
a kilo at the most recent sales. 

Mr Buckley says: ‘We take the view 
that it is to your company’s advantage 





STATEMENT OF INCOME 


for the years ended December 31, 
1972 and 1971 
(Expressed in U.S. dollars) 


Notes to financial statements (continued). 


3. Options have been granted to Directors, 
employees and other persons concerned with the 
development of the company to purchase 50,000 
shares at $9.8668 per share up to February 7, 1976. 
Under the 1971 stock option plan additional 

persons to purchase 7,000 shares at $10 per share up 
to the year 1981. 


4. The company has-given gudrantees amounting to 
$5,625,000 to third parties on behalf of its affiliates 
and has received counter-guarantees in respect of the 
same transactions for an amount of $1,396,000. 


5. According to Article 27 of its Articles of Association, 
the company must transfer to the legal reserve 5% of 

ts annual profits until such reserve reaches 10% of 

the capital stock. Accordingly, a transfer of 

$33,727 to the legal reserve out of the surplus at 
December 31, 1972 will be proposed at the next 
annual general meeting. 


Whereas in previous years investments were valued 

at the lower of cost, market or net realisable value as 

estimated by the directors, at December 31, 1972, 

they have been valued as follows: 

— Quoted investments — market value 

— Unquoted investments — at fair value as estimated 
by the Directors. 


The fair values of unquoted investments were 
determined by the Directors and do not necessarily 
represent the amounts which might ultimately be 
realised upon a sale or other disposition, which might 
be more or less. 


As a result of this new policy, the provision for risks 
on unquoted investments shown in the balance sheet 
is made up of the following items: 


Provision against fall in value $4,450,000 
Less: 
Unrealised appreciation 


34,250,000 


Net provision carried at December31,1972 $200,000 











Statement of Operations 1972 1971 
Investment Income 
@ From affiliates ............. = 337,799 328,794 
@ From short-term investments 407,034 771,426 
— 744,833 — 1,100,220 
Expenses 
@ Project studies and research .......... 583,166 526,456 
@ Expenses of trading in securities ...... 1,867 398 
@ Promotional expenses ................ 25,624 30,752 
@ Office and miscellaneous ............ 28,179 25,845 
@ Professional fees `... 236,698 196,396 
@ Travelling 28,181 24,232 
@ Bank charges 4,307 7,302 
Tae! ib vite EE 51,261 37,056 
959,283 848,437 
(214,450) 251,783 
Other Income 3,251 13,175 
Net operating profit (Loss) for the year.... (211,198) 264,958 
Statements of gains and losses on 
investments 
@ Profit (loss) on disposal of investments (21,439) 539,264 
@ Adjustment to market value of quoted 
investments `... 141,687 (146,675) 
@ Adjustment to reflect fair value of 
unquoted investments (Note 2) ...... 800,000 (500,000) 
920,248 — (107,411) 
Statement of gains and losses on 
exchange 
@ Profit (loss) arising from devaluation = 
and conversion (Note 1) ............ (34,502) 347,362 
$504,909 


Total profit for the year .............. 


$674,547 
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to sell forward the wool clip as soon as 
practicable given the current price of 
wool’. This has the advantage that the 
company knows what income will be 
received from this source for the follow- 
ing year and is able to ‘plan the develop- 
ment of the group accordingly’. 

In the year to last March, wool 
production and related activities ac- 
counted for £451,894 of total group 
turnover of £11,506,798, and {115,402 
out of £729,755 of pre-tax profits. 
Group profits are forecast at not less 
than {1,100,000 for the current year. 


1,503,637 
3,627,240 
3,716,258 

$(2,212,621) 





(941,687) 
(267,140) 
(37,868) 
10,665 
297,375 
3,529,814 
225,818 
3,755,632 
$(3.752,600) 


‘Special Edition’ 


HE ‘Special Edition’ of the Hargreaves 

Group annual report that goes out to 
employees is well done. It is a com- 
bination of information and message. 
Tt states facts as well as it makes points. 
Yorkshire-based Hargreaves is in trans- 
port, heavy commercial vehicle distri- 
bution and body construction, quarrying, 
waste disposal, plant hire, compound 
fertilizers, and solid fuel and fuel oil 
distribution. 

With turnover of £55-58 million in the 
past year and pre-tax profits approaching 
f2°44 million, Hargreaves is a fair-sized 
organization; but as the special edition 
points out: ‘organization structure is so 
framed that everyone can know and be 
known by his “boss” and not become just 
a number’. 

The report provides ‘accounts high- 
lights’ and a review of the year comment- 
ing on the performance of individual 
companies in the group. There is a 
general survey in group terms and a 
financial record for four years, as well as 
detail of who’s who and what’s what 
among directors, executives, managers 
and companies. 

Many Hargreaves’ employees are share- 
holders and will appreciate the difference 
between the group’s wages, national 
insurance and pensions bill of £5-98 
million and dividend payments of 
£473,000. The wage bill in the past 
year was up by 11 per cent to over £5 
million, and the dividend distribution 
meant that only £r out of every £5 of 
profits went to shareholders. 

Against the dividend cost, Hargreaves’ 
tax bill was £880,000 — ‘big enough to 
build and equip a new comprehensive 
school for 800 children’. That is the kind 
of point that makes layman’s sense of 
incomprehensible figures. 


oan 
on 
oo 
oo 
Or 
ot 
oe 
ew 


Increase (decrease) in cash 


Decrease in payables .......-.. eer scenes 
during year 


Unrealised profit (loss) on exchange .... 
Additions to investments .........eeeeee 
Increase in receivables ... 


Funds provided from (used for) operations 
Increase in payables ... 


Adjustment to value of quoted investments 
Adjustment to value of marketable securities 
of the vear, ee eee 


Adjustment to value of unquoted invest- 


Items not affecting funds in the current 
MeNtS ......0.- 000s 


year: 
Disposal of marketable sec! 


Net income for the year......... 
Decrease in receivables... 


for the years ended December 31, 
Increase 
Decrease 


1972 and 1971 
(Expressed in U.S. dollars) 


CHANGES IN FINANCIAL 


STATEMENT OF 
POSITION 












1971 


91,664 
264,958 
404,893 
(38,061) 
347,362 


(107,411) 


297,572 
25,059 





145,423 
1,159,034 
274,799 
66,796 
$1,646,052 


1972 


356,622 

(211,199) 
272,513 
920,248 
1,192,761 
33,727 
309,301 

(34,502) 
33,069 
33,727 


ree errs 


Associated Companies’ 
Sales 


T always happens. Having entered into 
a debate on the matter of including 
share of associated companies’ sales as 
well as the share of associated companies’ 


Transfer from prior year's profits.......... 
Surplus- Ee Ee 


Surplus at beginning ........ cece eee ence 


Gains and Losses on Exchange 
Profit for the year (Note 1) ........-. eres 
Accumulated surplus ......-..-+.0--eee es 


Surplus (deficit at beginning) 


Less: Transferred to legal reserve ........ 
Accumulated surplus ...........00eceeeee 


Net profit (loss) for the year .........45- 


Gains and Losses on Investments 
Surplus at beginning ....-....seee eee e eee 


Net profit (loss) for the year after exceptional 
Accumulated surplus .......ceeeeeeeeeeee 


Surplus (deficit) at beginning ...........+ 
expense .......... 


Legal Reserve 


Operations 
Accumulated Reserves and 




















For the years ended December 31, 


1972 and 1971 
(Expressed in U.S. dollars) 


ACCUMULATED RESERVES 


STATEMENT OF 
AND SURPLUS 
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NTEREST rates are the key to the 
trend of stock-markets. When City 
discussion turns to the argument of 


whether or not the Bear market 
bottomed out at the 1973 FT Index 
‘ow’ of 404-8 on September 5th, 
the main issue is interest rates. 

It is argued that without a firm gilt- 
edged market there can be no reliable 
improvement in equities. But without 
lower interest rates, or at least the 
prospect of them, there can be no 
reliable strength in gilts. There is 
some small consolation to be gained 
from the point that the possibility of 
lower rates is at least being discussed. 

Only a matter of weeks ago the 
peak still seemed far distant. Peak, 
however, is not necessarily the right 
word. If UK interest rates even off on 
a plateau at present levels that would 
provide some relief. There can be 
little real prospect of interest rates 
peaking out and falling as quickly as 
they rose. 

A minimum lending rate of 9 per 
cent is, in future, going to be cheap 
money. On that basis bonds at 12 
per cent or so are still going:to look 
more attractive than dividend-restricted 
equities on a 44 per cent return. 

But who at present can see the mini- 
mum lending rate down to 9 per cent 
or even 10 per cent under current 
circumstances? Sterling still needs 
high interest rate protection and 
Government policy is to weaken 
consumer demand to make room for 
capital investment. Equities may still 
yet flatter and deceive. 


LISTING 


The Stock Exchange Quarterly Fact 
Book as at June 29th, 1973, is the 
first edition published since the for- 
mation of the single Stock Exchange. 
It therefore includes details of securi- 
ties previously listed only outside 
London. Previous editions were con- 
fined to the London list alone. 

In particular, securities listed by the 
Irish unit of the Stock Exchange in 
Dublin are included, which means 203 
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lrish company securities to a market 
value of £514 million and irish 
Government securities totalling £570 
million. 

At the end of June the market 
capitalization of all securities quoted 
was £173,881 million — a rise of 
3-9 per cent on March 1973 and 
13-1 per cent on June 1972. 


ISSUES 


Evidence of thin times in business 
terms is shown, however, in the 
quarterly new issue figures. 

In the June quarter UK companies 
raised only £98-6 million of new 
equity money compared with £350-1 
million in the June quarter of 1972. 
With loan stock and convertible issues 
raising less, overseas companies fol- 
lowing suit and ‘gilt-edged’ issues at 
£611 million — half the 1972 June 
quarter figure — the new issue grand 
total for June 1973 was only £139 
million compared with £483 million 
in the corresponding 1972 quarter. 
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SURVIVOR 


In going into the machinery of the 
Monopolies Commission and coming 
out unharmed, the British Match- 
Wilkinson Sword merger has created 
a ‘first’ in that no other merger has 
ever been referred to the Commission 
and survived. Reference has been 
enough for the deals to be called off. 
But other mergers may possibly have 
had a monopoly element in them. 
There was no monopoly interest in 
British Match-Wilkinson Sword and 
the Commission has answered the 
question just as a computer answers a 
question. There is no monopoly ele- 
ment in the merger. 

But had there been an Industrial 
Logic Commission, possibly the ques- 
tion and the answer would have been 
different. Critics of the British Match- 
Wilkinson Sword merger were not 
concerned with monopoly but with 
industrial logic, and whether there 
was logic in the deliberate formation 
of an industrial conglomerate. 


Rates and Prices 


Closing prices, Monday, October 1st, 1973 


Bank of England Minimum Lending Rates 


Mar. 23,1973 .. 83% May18,1973 .. 73% 
April 13,1973 .. % June22,1973.. 
April 19,1973 .. 83% July 20,1973 .. 
May11,1973 .. 8% July27,1973 .. 


Finance House Base Rate 
October ist, 1973. 14% 


FT Industrial Ordinary Index 
October 1st, 1973. 430-5 


Treasury Bills 


..£10-8915% Aug. 31 ..£10-9744% 
..£10-7800% Sept.7 ..£10-9862% 
..£10-9076% Sept. 14 ..£10-9507% 
..£10-9520% Sept. 21 ..£10-9826% 
..£10-9754% Sept.28 ..£10-9384% 


July 27 
Aug. 3 
Aug. 10 
Aug. 17 
Aug. 24 


Money Rates 


Daytoday .. 83-104% Bank Bills 
7 days . 103-11 % 2 months 123-12% 
Fine Trade Bills 3 months 124-12% 
1month .. 13 -12 % 4 months 1234-12% 
2months .. 134-12 % 6 months 123-12% 
3months .. 144-134% 
Three Months" Rates 
Local authority deposits 134 -135 % 
Local authority bonds 134 -124 % 
Sterling deposit certificates 13% -134 % 
Euro-sterling deposits 1415-1575% 
Euro-dollar deposits 104 -103 % 


Foreign Exchanges 


New York .. 2:4132 Frankfurt .. 5-8300 
Montreal .. 2-4253 Milan , 1362-00 

Amsterdam 6-0850 Oslo 13-3200 
Brussels .. 89-0000 Paris 10-2600 
Copenhagen 13-8300 Zürich 7-3050 


Gilt-edged 
As well as the usual prices quoted at the close of dusiness on press day 
we also give below the quarter-end prices. 


Sept. 28th Oct. 1st 


Sept. 28th Oct. 1st 


Consols 4% .. Se Se 35 35 Treasury 9% 1994 834 834 
Consols 23%.. oe 21% 21% Treasury 82% 84—86 ie 834 84 
Conversion 34% ` wa 305% 304 Treasury 84% 87-90 .. CH 793% 
Conversion 54% 1974 .. 96 963 Treasury 64% 1976 gë 8935 89% 
Funding 34% 99-04 Ss 37 37 Treasury 34% 77-80 Re 695 693 
Funding 54% 78-80 ae 754 758 Treasury 34% 79-81 si 67 673 
Funding 53% 82-84 713 714 Treasury 5% 86-89 = 562 563 
Funding 53% 87-91 604 604 Treasury 54% 08-12 e 504 504 
Funding 6% 1993 .. 604 604 Treasury 23% 213 213 
Funding 64% 85-87 683xd 688xd_ Victory 4% .. 964 964 
Savings 3% 65-75 .. 8077 9045 War Loan 33% 312 313 
Retail Price Index (Jan. 1962=100) 

Jan. Feb. Mar. April May June July Aug Sept Oct. Nov. Dec. 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 1573 158-1 
1972 159-0 159.8 160-3 161:8 163-7 1642 165-5 166-4 168-7 168-7 1693 170-2 
1973 171-3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 
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Interim Report-furst half year 





. Insurance operations Prospects for the year 
C] New pension premiums at £13m [_] Satisfactory rates of growth in the 
exceed exceptionally high figure last half-year figures give every expectation 
year ({12.8m) of the full-year results showing a very 
(iNew ordinary life premiums are up productive and profitable picture 


51% at £5.9m (£3.9m) 

C] General insurance written premiums Interim dividend 

are up 20% toa record £21.2m (£17.6m) CT Aninterim dividend oft. sop per 
share has been declared, payable on 

Underwriting 4 January 1974. With the tax credit of 

[_] Claims experience shows an 0.643p per share this is equivalent to 

improvement over same period last year 2.143p(1972:2p) 


| Legal & 


General 


Assurance Society Limited 
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Does your ` 

client need ` 

a commercial 
loan? 


If he does it will be worth your while 
finding out about our commercial loan service. 
As independent financial planners it is our 


business. to know what is going on in the money P 


market, and knowing how to get the best from it. 

For our clients. For your clients. 

We have the facilities, the experience and the 
contacts for finding money for commercial or 
industrial schemes and arranging the best possible 
terms. 

Post this coupon today or telephone Derek 
Williams, our Commercial Consultant, and he will 
be pleased to go more fully into our service. 


EXPLORE ALL YOUR FINANCIAL OPTIONS 


Antony Gibbs (Mortgage Services) Ltd 
7 Hanover Square, London WA 4BG. Tel: 01-409 2121, 


A member of the Antony Gibbs Merchant Banking Group, 
founded in 1808. 


Name, 





DYC/A/10/4/035 
Company. 





Business address 











Telephone, 





Registered office: 7 Hanover Square, , 
London WIA 4BG, 
Registration No. 
956236 
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Help Now! Donations to:- 
NATIONAL CHILDREN’S HOME 
85 HIGHBURY PARK, LONDON N5 1UD. 











Current Accounting 
Literature 1972 


the new union supplement to the Catalogue of the Library of 
the Institute of Chartered Accountants in England & Wales 
Busy professionals, special librarians 
and students now have an up-to-date 
guide to 2,200 important books, 
pamphlets and periodicals in their field. 
Listed here are additions to library 
collections between September 1971 
and the end of 1972, representing the acquisitions of six 
major accountancy institutes in the British Isles (merged. 
for the first time). 

ISBN 07201 0372x £7.50 (U.S.$19.00) 


Mansell 


3 Bloomsbury Place 

















London wcra2QA England 
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LETTERS TO THE EDITOR 


Accounting for 
Acquisitions 


Sm, — In your issue of March 25th, 1971, under the heading of 
‘Broadside on mergers’, you described me as ‘one of the strong- 
est critics of ED3’. Although I am a member of the Company 
Law Revision Working Party of the Association of Certified 
Accountants, and the Association’s representative on the sub- 
committee for goodwill of the Accounting Standards Steering 
Committee, I write in a purely personal capacity. 

With Parliament about to debate proposals for company law 
reform (Cmnd. 5391), it is disquieting that the White Paper 
makes no mention of accounting for goodwill and acquisitions. 
It is to my mind regrettable that with the withdrawal of ED3 
the accountancy profession has (at any rate tacitly) acknowledged 
the constitutional failure — certainly on legal grounds — of their 
proposals issued over two and a half years ago, and yet has not 
pronounced upon the confusion left in their wake. 

The ASSC sub-committee for goodwill has met only on a 
single, preliminary occasion, on April rath, 1973: yet the matter 
is indivisible from acquisition accounting and it is quite impos- 
sible responsibly to issue proposals for acquisition accounting 
without providing for the treatment of created goodwill. With 
your indulgence, I should like to review the situation, and 
summarise the alternatives now in use for accounting for 
acquisitions. 


Examples of confusion 

It is reported that the auditors to Grendon Trust considered 
that the ‘merger’ between Grendon Securities and Industrial 
Midlands Investment Trust justified the adoption of the basis 
of merger accounting defined in ED3. It is also reported that, 
at the annual meeting of London and County Securities, argu- 
ment resulted at that company’s treatment of goodwill in relation 
to its acquisition of Drakes. Such controversies would be avoided 
if the ASSC addressed itself to the treatment of acquisitions and 
goodwill, if only to issue a pronouncement pointing (as I have 
repeatedly done since 1969) to the issues which are involved — 
because Parliament ought not to make new company legislation 
which ignores alternative methods of accounting which can put 
hundreds of millions of pounds into a balance sheet at the stroke 
of a pen, and then preoccupy and bedevil opinion as to how 
either to write them out or omit the hundreds of millions of 
pounds in the first place. Either method obtains; the differences 
in balance sheets are gross. 

To magnify the problems, one should be reminded of the 
auditors’ qualification in their report on Sime Darby Holdings 
Ltd for the year ended June 30th, 1972. Messrs Turquand 
Youngs & Co dissented from the company’s treatment — adopted 
after the directors had consulted their legal and financial 
advisers — and stated that in their view ‘certain of the acquisitions 
should have been recorded . . . at a higher value, and this treat- 
ment would have given rise to the creation of a share premium 
account’. 


Survey of treatment of goodwill 

In ‘An Empirical Study of Company Practices in the United 
Kingdom, 1961-1971’, Mr T. A. Lee, writing on accounting 
for goodwill in the summer 1973 issue of Accounting and 
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Business Research (published by the English Institute) has 
surveyed the practices of ‘the top roo companies listed in 
The Times 1,000, 1971-72’. Mr Lee says most of the goodwill 
accounted for ‘was that arising solely from acquisitions or 
mergers . . . these findings, not surprisingly, evidence the very 
strong relationship between accounting for business combina- 


‘tions and accounting for goodwill, and the importance of 


investigating further to ascertain the methods of accounting 
adopted in the treatment of goodwill’. 

In his article, Mr Lee outlined ‘the various means by which 
the companies analysed treated disclosed goodwill in their 
financial statements’. He noted there was no obvious consistency 
in goodwill practice although the treatment tended to fall into 
two main categories: ‘that is, either the treatment of goodwill 
as an asset (with or without certain write-offs) or its complete 
and immediate transfer to reserves. Indeed, the most significant 
change or development in practice was the gradual but con- 
tinuous increase in the number of companies either directly or 
indirectly writing off goodwill to reserves’, 

Mr Lee’s survey shows that the annual average goodwill per 
company increased from {5-09 million in 1962 to £30°93 
million in 1971. He singled out the £167 million goodwill in the 
case of English Electric’s acquisition by GEC with the remark 
that ‘because of the vast sums involved, it is not surprising that 
the companies concerned, in most instances, opted for treating 
goodwill as an asset and ignoring the alternatives of writing it 
off to reserves’. However, Mr Lee goes on to show that, in the 
case of five companies, a total of {120-61 million was written 
off in five separate amounts, an average of {24:12 million: “Thus 
the figures, obviously highly significant at the dates of acquisi- 
tion, disappeared from the financial statements, presumably for 
ever.’ 

So far as I am here concerned with the useful factual survey 
made by Mr Lee, his article devotes only short reference to the 
share premium account. In making an almost trivial mention, 
he says that very few companies disclosed any details of how 
they arrived at the share premium to be accounted for when an 
acquisition or merger involved a share exchange and was ac- 
counted for on a fair value basis. “The share premium determined 
on acquisition or merger’, Mr Lee writes, ‘obviously largely 
determines the total valuations to be accounted for, and thus 
the figure to be placed on goodwill’, 

There is no legal basis for ‘merger’ accounting; a company 
acquires another company — it makes an acquisition. There is 
no sense in creating goodwill only to then contemplate writing it 
off — save in such a case as English Electric, where it was so huge 
(increasing shareholders’ worth by 34 per cent) that it could not 
be so ‘adjusted’. If goodwill is created in share-for-share ex- 
changes, it is to give an articificial monetary value to the trans- 
action according to a point of time which is influenced by 
dealings in minority parcels of shares in part persuaded by the 
prevailing economic climate. Given its creation, then it is to be 
assumed that the acquired business commercially justifies the 
premium; in which case it is puzzling why so many people seem- 
ingly should thereupon want to write it off when, as I have 
shown, it cannot legally be done. 

As I hope my letter makes clear, so much time and energy 
is being consumed by directors, auditors and commentators 
that, unless the accountancy profession acts now, the balance 
sheets of top businesses can continue to conjure up hundreds 
of millions of pounds and afterwards seek to perform a sleight 
of hand to get rid of all or some of them. 

Meanwhile, I repeat the recommendation first made in an 
article contributed to The Accountant of February 12th, 1970, 
that until the requirements are resolved, share premiums be 
based on net assets acquired and not on the market value of an 
offeror’s shares. It is the responsibility of the Secretary of State 
for Trade and Industry to include in his presentation of company 
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law reform to Parliament the determination as to how share- 
for-share exchanges should be dealt with in the balance sheet 
of the acquiring company. 
Yours faithfully, 
COLIN A. PERRY, 


Sutton, Surrey F.C.C.A., J.DIP.M.A., M.I.M.C. 


Taxing Transfers of Wealth 


Sim, — Thank you for your leading article (September 27th 
issue) on the book, An Accessions Tax, written by C.T. Sandford, 
J. R. M. Willis and myself. We would not, of course, wish to 
comment on your view of our proposals, but I would like if 
I may to deal with certain factual points. í 

We did not suggest that we should like to see trusts abolished. 
We said in paragraph 7.3 of our study that ‘it would not be 
appropriatei n a report of this kind to recommend severe restric- 
tions on the ability to make trusts and for our part we are satis- 
fied that there are many circumstances where trusts have a valid 
non-fiscal motive’. It is true, of course, that trusts are little used 
in countries such as the EEC countries which have inheritance 
taxes and donee gift taxes. The problem is therefore a new one. 
We did not regard the Green Paper proposals as satisfactory, 
particularly in relation to discretionary trusts, so that our efforts 
were directed to finding a more equitable way of taxing bene- 
ficiaries of trusts which did not discriminate severely against 
trusts. j 

Our evidence for the view that (many) ‘pioneering entre- 
preneurs are more concerned over the viability of the business 
they have built up rather than its retention in their family’ comes 
mainly from The Rise and Decline of Small Firms by Jonathan 
Boswell (Allen & Unwin, 1972) and not from the report of the 
Bolton Committee. Mr Boswell’s study was sponsored by the 
Social Science Research Council and certainly ranks, in your 
words, as ‘a serious study of the record of family businesses in 
recent times’, although no doubt there is room for a larger scale 
study. 

Yours faithfully, 


London EC2. DONALD IRONSIDE. 


Indirect Taxation 


Str, — May I please reply to Mr Mallett’s letter (September 
zoth) since he claims that I did not answer the question — 
Why is it logical and equitable ‘to tax people’ according to their 
‘ability to pay’? 

I agree most emphatically that ‘all taxes generate inflation’ 
` and if just this one obvious fact could be got across to the 
Treasury, we might see an end to this nonsense at long last. 

If ‘personal allowances were abolished tomorrow’ — just like 
that, and in isolation, the results I am sure would be catas- 
trophic — I have not suggested that at all. 

Whether Mr Mallett’s consumption tax is inequitable or not 
is beside the point since as he has said it suffers from the over- 
whelming disadvantage of generating inflation — the disease we 
are trying to cure. 

I agree, too, that the social issue ‘of how one assures that they 
(some unfortunate people) live above the poverty line (should 
not have anything) to do with taxation’. Unfortunately it does 
at the present time, and with the implementation of the proposed 
tax credit scheme, taxation will be inexplicably bound up with 
this social problem. 

If Mr Mallett would care to read the COI Reference 
Pamphlet No. ro (HMSO 1971), ‘The British System of 
Taxation’ he will: find the principles set out on page 1, with 
acknowledgements to Adam Smith. The important paragraph, 
however, is on page 2 under “T'ax Policy’ — 


It is self-evident that the size and character of taxation 
depends entirely upon policy. The level of revenue is the 
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consequence of a complex array of governmental decisions 

about the desired extent and nature of public sector activity. 

In the twentieth century the importance of taxation as an 

instrument of economic ‘and social policy has been increasingly 

recognized. 
Later, a third paragraph begins ‘Recognition of the extent to 
which taxation may be used as a means of demand manage- 
ment in the economy has gained widespread acceptance in 
Britain since the Second World War.’ 

How taxation has become this sophisticated instrument of 
economic policy is not disclosed. The Oxford Dictionary 
definition of ‘tax’ is obviously out of date, although I prefer 
the Penguin English Dictionary, ‘. . . strain; burdensome duty; 
. .. lay a heavy burden on; make heavy demands on’. 

However, the first essential in this argument is to divorce 
the technique of raising money for central government ex- 
penditure on current account from all other considerations. My 
letter (July roth issue) and the sequel which I promised to give 
Mr Mallett are designed to do just that. If central government 
really needs £19,000 million for current account expenditure, 
then it is logical and equitable, I suggest, to ask for a con- 
tribution from each of the 38 million adult persons in the country 
according to a carefully assessed ‘ability to pay’. 

If then Mr Mallett wishes to call this proposal a mixture of 
an income tax and a wealth tax I do not really care. In fact, the 
concept of a national ‘contribution’, in its entirety, with its 
positive and negative factors is designed to replace all taxation, 
including in due course local authority rates. 

It is interesting to note that the 1973 Blue Book just published 
by HMSO shows that total taxation for 1972 reached an all- 
time high of £21,500 million — £1,300 million more than in 
1971. “Total taxation’ includes taxes on income and expenditure, 
national insurance and health contributions, local authority 
rates and taxes on capital. 

Yours faithfully, 


Northwood, Middx. DA TRIGWELL, F.c.a. 


British Leyland Presentation 


Sir, — It has for some time been generally accepted that changes 
in accounting methods should, in so far as they affect published 
figures, be both indicated and justified in the accounts to which 
they relate; i.e., in the annual report. The Companies Act 1967 
in fact demands that changes in practice that bear cn the profit 
figure must be stated. It is surely reasonable to assume that this 
also applies to the balance sheet and that, where changes either 
in presentation or principle are made, some indication of the 
need should be given to members. 

It seems that British Leyland do not share this view. In 1972 
the net current asset section of the consolidated balance sheet 
was completely revamped. Instead of, as in the previous years, 
showing the figures for current assets and current liabilities 
separately and under those headings, only two figures appeared 
in the balance sheet. These were called ‘net operating assets’ 
and ‘net liquid assets’ respectively, the composition of these 
figures being given in notes. 

The two questions that seem to arise are, first, does not this 
complete change in presentation deserve some comment either 
by directors or auditors; second does not the switch of ‘deposits’ 
(what these are is nowhere stated) from being a current liability 
to being a deduction from stocks constitute a change in account- 
ing principles that should be explained? 

The general impression is that the new format represents an 
attempt to create a prettier picture for shareholders, and to help 
disguise a liquid position that as in 1971, gives considerable cause 
for concern. The accounts may be true, but are they fair? 


Yours faithfully, 


Barry, Glam. MICHAEL GREENER. 
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Financial Reporting and 
Forecasting 


Canadian Institute's Annual Conference 


RECKONING of accountants — a 
collective noun coined by a member 
of the profession — converged on Toronto 
from September 19th to 22nd for the 
71st annual conference of the Canadian 
Institute of Chartered Accountants. Over 
1,500 delegates registered for the con- 
ference, and more than 80 speakers 
addressed the 24-session programme, 
Speaking on the opening day on 
‘Financial Reporting Objectives’, Mr 
Oscar S. Gellein, c.p.a. (Haskins & Sells, 
New York), said that financial statements 
should zssist users in evaluating, pre- 
dicting and comparing the earning power 
of enterprises. T'o assist users, however, 
Mr Gellein suggested that financial 
statements should separate facts from 
interpretation, and present the informa- 
tion in a way that enables the user to 
make his judgement about the probability 
of cash flows. While he. admitted that no 
single value system “could furnish by 
itself the information necessary to attain 
this objective, he did not endorse the use 
of separate financial statements for 
individual shareholders and for analysts. 
Mr Ronald W. Park, ca (Secretary, 
Finning Tractor & Equipment Co Ltd, 
Vancouver), drew a distinction between 
the professional investment analyst who 
has access to business trends, financial 
forecasts and the reports of other enter- 
prises in similar businesses, and un- 
sophisticated investors who often make 
investment decisions on the basis of 
dividends paid, earnings per share and 
the company’s stature as a good corporate 
citizen. With business becoming more 
complex, the publication of two sets of 
financial reports might well be a necessity. 


Management decision 


The decision as to what data is confiden- 
tial must rest with management — it is 
responsible for the operations of the 
business and must be allowed to make the 
final decision as to whether or not 
disclosure of additional information may 
be detrimental to the overall success of 


the company. Mr Park emphasized, 
however, that managements of reputable 
companies are dedicated to long-term 
success and realize fully that manipulating 
information to investors in the interests 
of short-term advantage is a sure way to 
lose their confidence. ` 

A third panel member, Mr R. G. Wall, 
GA. (Vice-President, Trans-Canada Pipe- 
Lines Ltd, Toronto), contended that the 
shortcomings of financial statements had 
resulted from the lack of an authoritative 
and understandable statement of their 
objectives, and criticized those who have 
directed their attention to detailed ac- 
counting principles and regulatory re- 
quirements instead of considering the 
objectives of financial statements them- 
selves. The objectives of financial report- 
ing should be to present fair, useful 
and understandable statements of the 
financial position and operating results; 
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From Our Canadian Correspondent 


if such objectives were followed, very 
few rules would be needed with respect 
to financial reporting except as to general 
contents. Rules tended to restrict or 
exclude and, whenever more rules are 
written, loopholes and potential abuses 
occur. 

Mr Gerald F. Townsend, F.c.a. (Presi- 
dent, International Mogul Mines Ltd, 
Toronto), presented some controversial 
and provocative views on ‘Serving on 
Boards of Directors’. Decisive and 
informed directors on the boards of 
companies, he argued, were in the ‘best 
interests of shareholders, the financial 
community and the public; and he pro- 
posed both that more chartered account- 
ants in public practice should serve as 
non-executive board members and that 
they should be encouraged by their firms 
to do so. Not only would they have a 
great deal to contribute, but they would 
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Toronto —the venue of this year’s CICA conference ~ 


and Canada’s second largest city. 






is the provincial capital of Ontario 
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themselves benefit by more direct ex- 
posure to the business environment. 

This proposal has not been supported 
by the larger accounting firms, for 
reasons of professional independence. 
Independence, however, is a state of 
mind; care has to.be exercised that this 
remains the basic test and that the neces- 
sity to legislate specifically for some part 
of it does not dull the need for the highest 
degree of personal integrity and in- 
dependence. 

A few years ago, Mr Townsend re- 
minded members, it was formally re- 
garded as inappropriate professional 
conduct for members to make speeches 
and identify their firms, or widely publi- 
cize them. Now the rules have been 
changed to recognize that, as a profession, 
this is a valuable activity notwithstanding 
that some individuals of firms will, of 
necessity, benefit more than others. The 
Institute should take a similar attitude in 
this much more important area by en- 
couraging competent members to serve 
on boards of directors of non-audit 
clients. A step in this direction would 
go far towards ‘polishing the profession’s 
profile’ in the eyes of the public. 


Professional involvement 


Mr Townsend referred to the consider- 
able participation of practising CAs in 
non-profit-making bodies, including com- 
munity and social enterprises. The 
contribution was often outstanding, com- 
paring well with that made by any other 
group and reflected favourably on the 
profession. He suggested that this success- 
ful contribution could be extended to the 
commercial sphere. 

‘As an economic force in Canada, public 
accounting firms do not presently have 
the influence which they should have. 
Briefs to governments on behalf of the 
profession are not enough; what is 
wanted are full-blooded chartered ac- 
countants with comprehensive training 
and a high degree of integrity to start 
making their individual marks in the 
boardrooms of Canada.’ 

Mr John L. Howard, of the federal 
Department of Consumer and Corporate 
Affairs, outlined the statutory duties of 
directors and officers under the new 
corporation laws, with particular em- 
phasis on a director’s liability for breach 
of his fiduciary duty and negligence. He 
referred to recent cases in the United 
States and France involving claims for 
damages amounting to millions of dollars 
against allegedly negligent directors and 
made a number of suggestions which 
would help a director to minimize his 
exposure to risk. It was important to 
know the constitution of the corporation 
and verify in general terms that it is 
operating within its specified objects; to 
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keep informed of the activities of the 
corporation and of the industry of which 
it is a part; and to pay particular attention 
to financial transactions that might give 
rise to absolute statutory liability, parti- 
cularly transactions involving the issue 
or re-acquisition of shares. 
‘Accounting for multi-national corpora- 
Gong, with special reference to the 


differences in accounting principles be- . 


tween countries, attracted a large audience 
to hear Mr C. A. MacFie, c.a. (Vice- 
President, Ferro Corporation, Cleveland, 
Ohio.) Certain countries, notably Argen- 
tine and Brazil, had come to recognize 
inflation as a way of life that must be 
taken into account when reporting finan- 
cial results, if financial reports were not 
to be grossly misleading to an investor. 

Describing measures in effect in Brazil, 
Mr MacFie said that the government had 
published annual coefficients of the pur- 
chasing power of money since the early 
1950s. By Jaw such coefficients are used 
by companies to revalue fixed assets to 
provide, in part, for the effects of inflation. 
The related reserves for depreciation are 
also revalued and the net result of these 
adjustments is put to a reserve for capital 
increase which is reflected on the balance 
sheet immediately above shareholders’ 
equity. 

Subsequently, depreciation is calcu- 
lated on the revalued assets and taken at 
its new and higher amount in the income 
statement for tax purposes. In addition, 
companies may deduct for income tax 
purposes a provision for maintenance of 
working capital against the effects of 
inflation, provided profits are available 
to absorb the deduction and the com- 
panies use the reserve to increase capital. 
The deduction is limited to 20 per cent of 
taxable income and the provision so 
made is shown as a charge on the income 
statement. 

Similar methods of valuing fixed assets 
are used in Argentine. According to Mr 
MacFie, the Argentine government in- 
tends to go even further during the cur- 
rent year with the recognition of inflation 
in published statements; and, while the 
detailed mechanics are not yet available, 
it is known that statements will shortly be 
prepared in price level accounting. The 
government plans to issue coefficients to 
be applied to all asset and liability 
accounts. 


Tax considerations 


Differences in accounting principles out- 
jside the United States result from parti- 
i cular tax regulations in those countries; 
` the LIFO method of inventory valuation, 
; for instance, was used to a significant 

extent only in the US. In every other 

‘country the practice is heavily weighted 
ito FIFO and in none of these countries is 
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LIFO allowable for tax purposes. Overall, 
Mr MacFie saw fewer- differences in 
accounting principles around the world 
than was generally realized, and suggested 
that — while the multi-national companies 
have had to impose their own standard 
practices and principles ~ the hope for 
greater standardization lies in the fruits 
of continuing discussions. 

Another panel member, Mr Benjamin 
Swirsky, c.a. (Peat, Marwick, Mitchell 
& Co, Toronto) outlined some of the 
problems that a multi-national corpora- 
tion must face when expanding into 
foreign markets. The first decision usually 
involved a choice between using a branch 
of the parent company or incorporating a 
new subsidiary in the foreign country. In 
many cases, the relevant tax implications 
were the guiding factor. 


Allocation of profits 


The second consideration, and one that 
causes much difficulty, is ascertaining the 
quantum of income that should accrue to 
each country. After having decided the 
vehicle to be used in the foreign country 
and how the profits are to be allocated, 
the question of personnel must be faced. 
In many circumstances it is desirable at 
the start to have experienced personnel 
from the home country spend some time 
in organizing and assisting in the estab- 
lishment of operations in the foreign 
country. 

Another consideration is how and 
under what terms patents, trade-marks 
and scientific know-how developed in 
one country can be advantageously made 
available to the’ gperation in another. 
Normally, as in Canada, there would be 
withholding taxes on royalty payments. 
Mr Swirsky noted that, under a treaty 
recently concluded between the United 
States and Russia, there would be no 
tax levied on royalties paid from either 
country for the use in that country of this 
type of property. 

A final and by no means less com- 
plicated question that multi-national 
corporations eventually have to face as 
they expand their operations into foreign 
jurisdictions is where the company itself 
should reside, said Mr Swirsky. For 
example, if a major portion of its opera- 
tions are carried on outside the home 
country, and if a majority of the share- 
holders reside outside the home country, 
the company may have to consider pos- 
sible migration to the jurisdiction most 
favourable in carrying out its business. 

Mr Swirsky repeated the hope ex- 
pressed by other speakers on this subject 
that more co-operation and communica- 
tion between countries and corporations 
be carried out so that tax hurdles and 
complexities of operating in more than 
one country can be greatly alleviated. 
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Mr R. M. Parkinson, F.c.a. (Clarkson, 
Gordon & Co, Toronto), said that 
accounting policies of multi-nationals for 
converting foreign currencies were gener- 
ally ‘chaotic’; he gave examples of differ- 
ent conversion practices followed by 
multi-nationals in identical situations. 
As a crowning insult, he said, many 
companies do not adequately or accur- 
ately disclose in footnotes the conversion 
method used and the disposition or 
treatment of the conversion adjustment. 


No uniformity 


Mr Parkinson referred to a very recent 
survey on conversion practices published 
by the Financial Executives Institute 
which covered 45 of the bluest of blue- 
chip US-based multi-nationals. Fifty per 
cent of the companies surveyed failed to 
provide adequate and clear disclosure of 
the conversion_method™used~“and the 
disposition of the conversion adjustment 
-that is the gain or loss resulting from the 
conversion of foreign currency accounts. 
Since it is unlikely that successive world 
monetary crises will be eliminated in the 
near future, the problems are not likely 
to abate or disappear. 

In referring to some of the more con- 
troversial issues to besolved Mr Parkinson 
suggested that the profession should put 
its trust in the newly-created Financial 
Accounting Standards Board in the US, 
which was currently drafting a discussion 
memorandum segregating conversion 
problems associated with foreign currency 
borrowings and foreign currency trans- 
actions of importers and exporters from 
the proklems associated with financial 
statements of foreign subsidiaries and 
branches. This distinction, said Mr 
Parkinson, was first made in the CICA 
research study Translation of Foreign 
Currencies. He urged all those interested 
in conversion problems to make sure they 
got a copy of the discussion memorandum 
and made a written submission to the 
FASB. 

On the final day of the conference Dr 
J. C. Burton, c.p.a., chief accountant of 
the US Securities and Exchange Com- 
mission, spoke on ‘Financial forecasts’. 
The SEC which for nearly 40 years had 
prohibited the inclusion of forecasts in 
documents filed with the Commission, 
had recensidered its position and had, 
within the past 12 months, issued 
proposed rules calling for cash budget 
disclosure by companies making initial 
public offerings, and had published a 
position statement indicating that pro- 
jections would be permitted under some 
circumstances. 

Dr Burton pointed out that the Com- 
mission’s decision was based on several 
factors, the most significant being in- 
creased recognition of the relevance of 
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future-oriented data in investment 
decision-making. A second factor was the 
growing use of budgets and forecasts by 
corporations, and evidence of improving 
information systems which added a 
degree of sophistication and reliability to 
corporate forecasts. Major deviations 
between forecast and actual results would 
still occur, but should not be permitted 
to obscure the fact that, on the whole, 
greater reliability now exists in forecasts 
and budgets which can frequently be 
updated by a modern information system 
as conditions change. Furthermore, the 
improvement in management informa- 
tion systems has made companies more 
confident in their forecasts. 

Dr Burton identified two releases issued 
by the Commission which refer to 
forecasts and budgets. The first, ‘Release 
5276’, proposes an amendment which 
would require registrants filing for the 
first time, and who had not conducted 
business operations for at least three 
years, to include in their registration 
statement ‘a budget of anticipated cash 
expenditures and resources’ as part of a 
plan of operation for a period of six to 
12 months in the future. If such a budget 
was not available, the reason had to be 
given. 

The second release, No. 5362, is a 
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Mr M. R, Harris 


much broader statement of policy in 
regard to forecasts and projections. Its 
essence is that the Commission would not 
require projections but would permit 
them in prospectuses under controlled 
conditions. At the same time, any com- 
pany which has issued a public forecast 
of any sort would be required to file this 
with the Commission on a new form and 
set forth in its annual ‘roK’ report a 
statement of the projection and a com- 
parison of forecast with actual results. 
In an investment environment where 
insider information is anathema and 
where forecasts are identified as import- 
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ant investment information, Dr Burton 
thought it likely that corporate manage- 
ments would want to protect themselves 
against inadvertent disclosure or misuse 
of projection data and would prefer a 
systematic programme of disclosure. 

Mr M. R. Harris, F.c.A. (Price Water- 
house & Co, London), chairman of the 
English Institute’s Parliamentary and 
Law Committee, referred to the current 
position on profit forecasts in the United 
Kingdom. He saw full justification for 
allowing forecasts, so that shareholders 
could be put in possession of all relevant 
information about a company — especially 
when it first obtained a quotation for its 
shares and a public offer was made to all 
shareholders. 

Forecasts, he said, should be included 
in public documents rather than be 
allowed to leak out informally and thereby 
become known to a limited number of 
insiders. A forecast published formally 
would almost certainly be prepared more 
carefully, whereas it was difficult for 
investors to know how much weight they 
should attach to ‘informal’ forecasts. 


Auditor’s responsibility 


‘Turning to the auditor’s involvement, Mr 
Harris said that at the present time in the 
United Kingdom the extent of his 
responsibility was limited; he only 
comments on the arithmetic of the fore- 
cast and not whether, as a whole, it makes 
sense. In practice, however, no respon- 
sible firm of accountants would allow its 
name to be associated with a forecast 
which it did not consider reasonable. If 
the auditor had doubts, he had no 
option but to refuse to sign the report or 
to allow his name to be associated with 
the forecast in any way. 

In the UK, forecasts in take-over 
situations are reviewed against actual 
results, and the outcome to date supports 
a preliminary view that forecasts should 
be encouraged. In 1970 and 1971, over 
70 per cent of forecast results were 
achieved within a 10 per cent margin. 

This year’s professional programme 
has been described as one of the most 
ambitious ever undertaken. In addition 
to the foregoing topics, sessions were 
designed for those from the smaller firms, 
and included subjects such as office 
management problems, materiality and 
the worth of a practice. For the industrial 
chartered accountant, sessions were also 
held on the use and abuse of consultants, 
motivating middle managers, and labour 
negotiations. 

During the course of the conference Mr 
James Leslie McPherson, F.c.A., of 
Vancouver, Vice-President (Finance and 
Administration) of Placer Development 
Company, was elected President of the 
Canadian Institute for 1973—74- 
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Domestic Arrangements 
Not a ‘Business’ 


RRANGEMENTS between the National Farmers’ Union 

and its related body, the Processed Vegetable Growers’ 
Association, for reimbursement to the NFU of the cost of 
salaries and related benefits for employees engaged full-time on 
the Association’s affairs, did not of themselves constitute a 
‘business’ in the view of the Leeds VAT Tribunal. The NFU, 
as an ‘organization of persons carrying on a trade, profession or 
vocation’ (farming) had not elected for VAT registration under 
section 45 (2) of the Finance Act 1972; and, although it was 
registered as a taxable person in respect of certain activities 
such as its staff canteen and the provision of stationery to its 
members, the staff arrangements between the NFU and the 
Association were not in any way connected with those activities 
so as to be ‘in the course of’ a business for which the NFU was 
registered as a taxable person. 

By arrangement between the NFU and the Association in 
1968, certain senior staff of the Association were transferred 
to the NFU payroll, the principal reason being to enable them to 
participate in the NFU pension scheme. Though the NFU 
thus became their legal employer, the staff continued to work 
full-time on the Association’s affairs, and the cost of their 
salaries, national insurance and pension contributions was 
reimbursed periodically by the Association to the NFU. As a 
result of the Tribunal’s decision, the NFU was not required to 
add ro per cent VAT when billing the Association for these 
salary costs, amounting to approximately {£840 per month. 
The circumstances, as the Tribunal further found, were very 
different from the case of an employment agency ‘which, for or 
with a view to gain, provides the services of its employees for a 
consideration’. 

On a preliminary point of jurisdiction, the Tribunal ruled 
that a right of appeal under section 40 of the Finance Act 1972 
could exist in relation to the tax chargeable on a supply, by a 
person who was not himself ‘accountable’ for that tax. Section 
40, it was pointed out, dealt with “‘appealable matters’ and not 
with ‘permitted appellants’; further, the Tribunal preferred to 
follow the construction which would enable it ‘to determine 
disputes of the nature entrusted to it by Parliament under 
section 40 (1), that is to say, inter alia, the tax chargeable on a 
supply. Any other construction would require a dispute by a 
supplier under section 40 (1) (c) to be referred to a tribunal, and 
a dispute by the recipients of the supply to be referred to a Court 
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of law, although the same question is involved in both pro- 
ceedings, and the party who has the real commercial interest 
in the dispute would normally be the recipient of the supply’. 
Such a result, the House of Lords had indicated in Vandervell 
Trustees v. White ([1971] AC 912; [1970] 3 All ER 16) was 
to be avoided if at all possible. 

As a matter of procedure, the Tribunal indicated that in 
future the recipient of a supply should wherever possible seek 
the consent of the supplier so that any appeal could be brought 
by both parties jointly, upon such terms as to costs as they might 
agree. This would remove any doubt as to the Tribunal’s 
jurisdiction. 

Processed Vegetable Growers’ Association v. Customs and 
Excise (Tribunal reference LEE/73/4). 


Transport of Delight ? 


HE ‘Big Dipper’ and three similar coaster trains operated 

by Blackpool Pleasure Beach Company qualify, in the view 
of a majority of the Manchester VAT Tribunal, for zero-rating 
as the transport of passengers in vehicles designed or adapted 
to carry not less than 12 persons, within item 4 (a) of group 
10 of Schedule 4 to the Finance Act 1972. 

The Commissioners of Customs and Excise opposed zero- 
rating on the grounds, inter alia, that the primary purpose of 
the service supplied should not be a form of entertainment; 
that the purpose of riding.on these coaster trains was not 
to carry passengers to any specific destination; and that custo- 
mers used the coaster trains simply to obtain entertainment, A 
majority of the Tribunal, however, noting (and this was ad- 
mitted by the Commissioners) that the trains were vehicles 
carrying more than 12 passengers, looked at the common and 
ordinary meanings of the words ‘transport’ and ‘passengers’, 
and reached the conclusion that ‘the Big Dipper and kindred 
devices do transport passengers within the common and 
ordinary meaning of those words’ ~ or, in the words of the 
learned chairman, ‘that item 4 (a) of group 10 of the Fourth 
Schedule to the Finance Act 1972 affords a sufficiently wide 
gateway through which the appellant may drive its vehicles’. 

A minority of the Tribunal took the view that the intention of 
zero-rating was to hold down the cost of items used by the 
whole community as of daily necessity, and by this test the Big 
Dipper was ‘the odd man out’. Reference was made to the 
‘Golden Rule’ of construction of written instruments, as 
enunciated by Lord Wensleydale in Gray u. Pearson ((1857) 6 
HLC 61): “The grammatical and ordinary sense of the words is 
to be adhered to, unless that would lead to some absurdity, 
or some repugnancy or inconsistency with the rest of the 
instrument, in which case the grammatical and ordinary sense 
of the words may be modified so as to avoid that absurdity or 
inconsistency, but no further.’ On these grounds, it was said, 
and looking at the Fourth Schedule as a whole, the admission 
of the Big Dipper and kindred devices to group 10 would pro- 
duce an anomalous situation. 

Allowing the appeal, as stated, by a majority, the Tribunal also 
awarded a sum of £400 agreed costs to the appellant company. 

Blackpool Pleasure Beach Company v. Customs and Excise 
(Tribunal reference MAN/73/7). 
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school 
fees... 


For people with capital, our 
Capital Payment Schemes offer 
many savings, both direct and 
in tax liability. 

One scheme guarantees a 
fixed amount of fees for a given 
outlay. Another provides a 
growth element which is 
calculated‘to meet the continual 
increase in fees. 

Examples 
Guaranteed Scheme 
A capital sum of £2007 will produce fees of 


£900 a year for 5 years starting in 13 years 
time. Saving: £2493. 


Capital Growth Scheme 


The same sum will produce fees of £1026 a 
year and a saving of £3123, assuming a 
growth of 74 % per annum in the investment. 





School Fees Insurance Agency Ltd 
10 Queen Street, Maidenhead SL6 1JA 
Phone 34296 (34290 24 hour service) 


Please post me full details 
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Capital Choice 


the £93 ,000,000 society 
with the ‘personal’ touch 


LEEDS & 
HOLBECE 


BUILDING SOCIETY 


Head Office: HOLBECK HOUSE, 
105, ALBION ST., LEEDS LS15AS. o 


London Office: 73 KINGSWAY, LONDON W.C.2. 
Branches and Agencies throughout the country. 


Member of the Building Societies Association. 











Authorised for Investment by Trustees, 


LEWIS, COATES & LUCAS LTD 





LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


Pd 


inclusive 


38/40 FEATHERSTONE STREET 
LONDON EC) 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 
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THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 


was established in 1942 to provide a professional organization for accountants and financial executives 
employed in commercial, industrial and other undertakings, and to promote and encourage the study of the 
special problems relating to the design and use of accounting procedures in the service of management. 


Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in 
business for business: his function is to devise systems for recording, analysing and presenting the information 
which management requires if it is to reach rational decisions. 


Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 


40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8 


Many hundreds of accountants have found the right job 
through this useful service. 


FREE LISTS OF VACANCIES 


will be posted to you or you can call at our Information Centre 
and — without any form-filling ~ study the classified registers. 
Over 500 vacancies in the U.K. and overseas offer you the 
widest choice. Ring for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 

More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. — up to £5,000; Overseas ~ up to 
£10,000. 


Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+-. 


Temporary Staff: M. Farrer, 01-628 0391. 
Terms are better than is usual for temporary assignments. 


RICHARD OWEN ASSOCIATES 


Box 23, 47 Finsbury Court 
Finsbury Pavement, London EC2A 1HT 


Note: Week-ends and evenings answering service 01-628 8860 


JORDANS 
ANNOUNCE 
A NEW SERVICE 
FOR EUROPEAN 
COMPANY 
FORMATIONS 


C Fast and simple through 
our Brussels Office. 


CO Standard translated 
documentation. 


C Practical advice through ` 
local representatives. 


Tel: or-253 3030 (20 lines) Telex: 261010 


Jordan & Sons Limited, 
Jordan House, 47, Brunswick Place, 


London Nr epp Jordans d 
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Education Developments 


at Nottingham 


NoTTINGHAM CASS have announced 
fresh developments for student education 
in their area. Agreement has been 
reached for the University of Nottingham 
and the Trent Polytechnic jointly to 
present a series of ‘punch’ lectures on 
Wednesday evenings. Each session will 
consist of a three-quarter-hour lecture 
followed after a half-hour break for 
refreshments, by a three-quarter-hour 
seminar, in which typical examination 
questions will be attempted. 

A syndicate system will be featured 
in appropriate circumstances, when 
students will be split into small groups to 
tackle a particular problem. Group 
answers will then be compared in a 
plenary session and assessed by the 
tutor. This will provide an excellent 
opportunity for students to test their 
wits in an exercise designed to improve 
their ability to work with associates 
under competitive conditions, 

A pilot programme of five lectures 


for Part I and Part II finalists has been 
arranged commencing at 7 p.m. on 
October roth at the Department of 
Adult Education, Shakespeare Street, 
Nottingham. The cost of the lectures is 
rop per evening, payable on attendance. 
No enrolment is necessary. An outline 
programme is set out below; detailed 
synopses will be made available at the 
lectures. 


Part I 

Mercantile law: October 17th, 31st. 

Company law: October 14th, 28th, Decem- 
ber rath. 

Part II 

Management accounting: October roth, 
24th, November 7th, 21st. 

General paper: December sth. 

Future programmes will be announced 
in due course. Further details may be 
obtained from C. W. Spencer, c/o 
Singleton, Fabian, Derbyshire, Bentinck 
Buildings, Wheeler Gate, Nottingham. 
Telephone 0602-42071. 


New President of Manchester CASS 


Mr G. N. ELLIOTT, F.c.a., a partner in 
David Jones, Elliott, of Manchester, is 
the newly elected President of Manchester 
CASS. 

Admitted to membership of the ICA 
in England and Wales in 1963, he sub- 





sequently spent five years with Peat, 
Marwick, Mitchell and, in 1968, he 
founded his own firm of chartered ac- 
countants. For three years he was a 
partner in the Cheshire accountancy 
tutors, J. D. Hewitson & Co. His current 
directorships include a Manchester-based 
public company and he is a member of 


the Northern Board of Acceptance 
Houses. 

Mr Elliott has been an active member 
of the Society, serving on its committee 
for four years, being particularly in- 
terested in education. 

The new Vice-President is Mr Donald 
Sutherland, F.c.a., a partner in the 
Manchester office of Touche Ross. 


Financially strong 


The Society’s finances have made a 
remarkable recovery. With a surplus of 
£4,161 compared with the previous 
year’s £637, the Society can, says the 
annual report, undertake an ambitious 
education programme as well as meeting 
the costs should the decision be made to 
vacate its existing offices and library. 

A slice of almost £2,000 of the 1972-73 
surplus has been allocated to forthcoming 
educational activities. A figure of this 
proportion clearly indicates that the 
Society’s expansion in this area is to be 
strong. Under the chairmanship of 
Hugh Medley, significant progress in 
education has already been made during 
the year. One-day lectures on all aspects 
of the exam syllabus saw an average 
attendance of 40, and as many as 70 
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turned-up for a two-day course on 
computers earlier this year. Autumn 
‘evening’ lectures return with a difference 
— a course of 12 commencing in the 
afternoon at 4.30 p.m. for Intermediate 
students. 

Of the Society’s sporting activities, 
the success of the Manchester Account- 
ants Football League, in particular, can 
be measured by the fact that the League 
was extended into two divisions during 
the year and a new League Cup com- 
petition introduced. 

Mike Allen, the Society’s Chairman, 
calls for more feed-back from members 
about the activities they would like the 
Society to run. 


SCHOLARSHIP GOES TO 
PLYMOUTH STUDENT 


Nicet WEBSTER, who is serving articles 
with Mr D G. Holmes, F.C.A., senior 
partner in Gerald Holmes & Co, of 
Plymouth, was the successful candidate 
for the residential course scholarship 
sponsored by the Mervyn Hughes Group 
(‘Roundabout’, July roth) and will 
attend the Worthington Duffill residential 
course at Evesham in preparation for the 
ICA November 1973 Pert II Final 
examination. 

Born in Coventry, Nigel Webster 
attended King Henry VIII school until 
1966, when his family moved to Devon, 
and he completed his education at Ply- 
mouth College for Boys. 

Mervyn Hughes had a good response 
to their offer to sponsor a student on the 
course, which previously had been for 
London students but this year was 
extended to members of all student 
societies. The exceptionally high standard 
of applications submitted made the 
final selection a difficult one. 


CERTIFIED ACCOUNTANTS’ 
DECEMBER EXAMINATIONS 


The examinations of The Association of 
Certified Accountants (Sections III and V) 
will take place on Friday, December 14th. 
The Association is arranging for 
Jewish candidates to complete their 
papers in time to reach home before the 
Sabbath on the examination date. All 
those wishing to avail themselves of this 
special arrangement should immediately 
contact the Examinations Officer, As- 
sociation of Certified Accountants, 22 
Bedford Square, London WC1B 3HS. 


LONDON LECTURES 
FOR ACCA STUDENTS 


For those due to take Section II of 
The Association of Certified Accountants’ 
exams, the Central London Certified 
Accountant Students’ Society has ar- 
ranged two lecture meetings this month. 
The first will be on October 17th, when 
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Mr B. J. Hatt, A.C.A., will talk on auditing, 
and- on October 30th Mr J. Worth, 
LL.B., will shed light on mercantile law. 
Both meetings will take place at the 
Kenilworth Hotel, Great Russell Street, 
London, commencing at 6.30 p.m. 


LEARNING ABOUT COMPUTERS 
IN SHEFFIELD 


The examinations of the ICA in England 
and Wales require at least a basic 
knowledge of computers. Therefore, for 
the benefit of members of Sheffield 
CASS, the Sheffield and District Society’s 
Computer and Mechanized Accounting 
Committee are holding the first of two 
courses on the subject on December 
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14th at Sheffield University. The second 
course will take place in February. 

Of help not only to those who have 
little knowledge of the subject, but also 
to those who already have a grounding, 
the courses are specifically aimed to 
progress beyond basic principles at an 
early stage. Their content will include: 
design of codes, system and flowchart 
design compilation, and sales ledger 
analysis. 

The December course commences at 
9.15 am. and the fee is zop -Those 
wishing to attend should advise Mr Noble 
Hanlon, A.C.A., Secretary, Joint Tuition 
Committee, Sheffield and District Society 
of Chartered Accountants, 22 Norfolk 
Row, Sheffield Sx 2PA. 





Just a Patch on My Aorta 


Some Hospital Tales, by David Kent, 
Secretary, Bradford CASS 


| WALKED into the luxurious reception 
area of the hospital feeling a little 
apprehensive. I was shown to my room, 
plainly furnished with the usual hospital- 
type bed, chipped white-painted furniture, 
a wash-basin, mirror and callbutton. 

My first visitor (if that’s the right 
word) was a nurse bringing me a form to 
sign to certify that I would pay the bill! 
Next came the surgeon and his entourage. 
Later, that evening, a student doctor 
came to see me. Apparently, as a ‘junior’, 
she had to do all the mundane jobs — just 
like accountancy. 


Three balloons 


Morning brought my ‘test day’. First, I 
had my lungs tested. The technician put 
a rubber mouthpiece in my mouth, 
clips on my nose, and then told me to 
breathe normally — she was being quite 
serious too! Next I was asked to breathe 
deeply and then exhale fully. After I 
had blown up three balloons I was 
allowed to leave. A quick trip to X-Ray, 
and back to my room in time for lunch, 
after which I continued addressing 
sticky labels for the student society annual 
reports (six months early, but it pays to 
be prepared). 
This was interrupted by the arrival of 
the physiotherapist who proceeded to 
thump hell out of me. She explained that 
this was to make me breathe properly — 
what was I doing before she arrived? 
‘Then I had a visit from the anaesthetist, 
just to reassure me that I would be 
‘knocked-out’ for the operation, and 
would be put in the Intensive Care Ward 


to recover. Next a doctor arrived to 
explain the intricacies of the operation 
to me. He warned that I would have a 
scar from my shoulder blade to just under 
my ribs! 

I awoke early the next day -the big day- 
and soon came the barber. He did a 
quick efficient job, and before he left 
I checked to reassure myself that he had 
not removed any more than he should 
have done. Then it was time for the 
pre-med. and apart from remembering 
that I asked to be given the piece of 
artery that was to be removed (I didn’t 
get it) things became a little hazy until 
I awoke in the Intensive Care Ward, and 
found I had a tube projecting from my 
left side and attached to a bucket at the 
foot of the bed — not my most pleasant 
awakening. 


Return of the ‘chest thumper’ 


One night in there, ard next day I was 
wheeled back to my own room. I was still 
wearing the operating gown, and was 
having a ‘drip’ and oxygen, but that did 
not deter the ‘chest-thumper’ (physio- 
therapist to the uninitiated) ~ ten rounds 
later I looked worse, but was breathing 
better. 

My left arm was the cause of concern 
to one nurse who had to check my 
blood-pressure. On asking me to raise 
my arm she noticed I could not do so 
without using my other hand for support. 
Thinking I had perhaps lost the use of my 
left arm she asked me to grip her hand 
tightly — she was soon reassured! 

However, I made a fatal error later 
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when the student doctor was taking a 
blood sample. I said something which dis- 
tracted her and was consequently left 
with a bruised arm. I teased her about 
‘taking blood samples with a hammer 
and chisel’, and retribution soon overtook 
me! 


No more student society work 


That evening the student doctor returned, 
did some checks, and then took the 
opportunity to warn me that my blood 
pressure was remaining far too high, and 
said I was not resting sufficiently, probably 
because I was too concerned with 
student society work. So in one fell 
swoop my telephone was removed, and 
my secretaryship delegated to two willing 
volunteers for a period of at least two 
months — moral of this, never tease a 
doctor. 

My blood pressure soared again, 
though, when a few days later my father 
and sisters, whilst travelling to Leeds to 
visit me, were involved in a road accident. 
My sisters were taken to another Leeds 
hospital for X-rays but released after 
treatment, and then came on to see me 
just to reassure me they were OK. As 
one had bandages on her head and two 
lovely black eyes, and the other had both 
legs bandaged, I can’t say they presented 
a very reassuring picture. 


The girl and the owl 


It was fast approaching the time of my 
discharge and on my next-to-last day I 
met Pamela, eight years old, and she 
took a real fancy to me (I always knew 
I was irresistiblé to women ~ younger 
women). She had undergone a minor 
operation for the removal of a birthmark 
from her forehead, so with a bandaged 
head and a woebegone expression she 
sat in my room whilst I read 18 pages of 
Enid Blyton to her. When I decided it 
was past her bedtime I rashly offered to 
read to her until she fell asleep; 57 pages 
later I was the one falling asleep. 

Perhaps I should have told her of the 
night I was ‘high’ on pain-killing drugs 
and imagined myself on top of the build- 
ing opposite the hospital talking to one 
of the ornamental owls on its stone 
pinnacle — a most interesting conversation 
it was, too. 

Next day Pamela was discharged, and 
so was J. Strict instructions from the 
surgeon that I must have complete rest 
and quiet for one month, followed by a 
convalescent holiday, a diet sheet from 
the Icelandic dietician (who is obviously 
striking a blow for the Cod War), a 
sincere thank you to the nursing staff 
for service over and above the call of 
duty in ‘putting up’ with me for two 
weeks, a last wave to the owl — and I was 
free! 
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PROFESSIONAL NOTICES 


BEDELL AND Bram, Chartered Ac- 
countants, announce that on October rst, 
1973, Mr D. Hannay, A.C.A., Mr K. E. C. 
LEES, F.C.A., and Mr R. MEADOWCROFT, 
A.C.A., who have been members of the 
staff for several years, became partners 
in the firm. 

Birp & ParTNERS, Chartered Account- 
ants, of Ridgway House, 41/42 King 
William Street, London EC4R gET and 
Brentwood, Essex, announce the ad- 
mission to partnership of Mr C. E. M. 
TUCKER, M.A., A.C.A. The address of the 
firm’s Brentwood office is now Burntwood 
House, 7 Shenfield Road, Brentwood, 
Essex CMr5 8AF. Tel. 0277 224566. 


Casson Beckman RuTLEY & Co an- 
nounce that Mr R. E. O. GOODWIN, 
A.C.A., C.A.(CANADA), has been admitted 
into partnership with effect from October 
Ist, 1973. Dy 

Harmoop BANNER & Co, Nigeria firm, 
announce the retirement of Mr D. R. 
MURRAY, F.C.A., with effect from Septem- 
ber 28th. 


Kapsons, Chartered Accountants, of 
Birmingham, announce with the deepest 
regret the death of their partner, Mr 
CUTHBERT LLEWELLYN ELLISON, F.C.A., 
on Thursday, September zoth, 1973. 

Lowe, BincHam & MatrHews, Char- 
tered Accountants, of Prince’s Building, 
Hong Kong, announce that they have 
admitted into their partnership as from 
October 1st, 1973, Messrs GEOFFREY 
Daum WHITE, F.c.a., Ropert Tsar To 
SZE, A.C.A., and RICHARD ANDREW 
LAVENDER, A.C.A. 


FOR C.A. 
EXAM 
PASSES 
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Mere, SNELLING & Co, Chartered 
Accountants, announce the admission to 
partnership at October 1st, 1973, of Mr 
ALEXANDER J. ANDREWS, A.C.A., and Mr 
Martyn H. CAYLESS, A.C.A. 


Peat, Marwick, MITCHELL & Co 
(Birmingham partnership) announce the 
admission to the partnership on October 
1st, 1973, of Mr D P. CALCUTT, A.C.A., 
Mr S. A. Hunt, A.C.A, and Mr A. F. 
JONES, A.C.A. 

Peat, Marwick, MITCHELL & Co 
(West Riding Partnership) announce the 
retirement from the partnership of Mr H. 
ANDERSON, F.C.A., as from September 
3oth, 1973. Mr W. H. J. MORDY, A.C.A., 
who has been a member of their staff for 
the past 15 years, has been admitted as a 
partner as from October ist, 1973. 


SPICER AND PEGLER, Chartered Ac- 
countants, announce that on October 
31st, 1973, Mr F. C. D. SWANN, M.A., 
F.C.A.„ and Mr G. H. B. ROWLINSON, 
F.C.A., will retire after 45 years’ and 52 
years’ service, respectively, with the 
Cambridge firm, and Mr C. WHEATLEY, 
F.C.A., will retire after 32 years’ service 
with the Birmingham firm. On Novem- 
ber rst, Mr P. R. BLIGH, F.c.A., who was 
for several years a senior member of the 
London staff, will be admitted as a partner 
in the Cambridge office. 

Turquanps Barton MayHew & Co 
announce that Mr GEOFFREY HADDEN 
CAPES, F.c.A., Mr Maurice Harry 
Foster, F.C.A. Mr Francis WILLIAM 
Davip JACKSON, M.A, C.A, and Mr 
GEORGE RUPERT MALLETT, F.C.A., who 
have been members of their London 
staff for several years, have been admitted 
to partnership as from October ist, 1973. 


APPOINTMENTS 
Mr H. S. Cooper, A.c.c.a., has been 
appointed secretary of Marsh & 


McClannon Pty, of Melbourne. 

Mr R. P. Crout, F.c.c.a., F.C.LS., 
has become insurance controller of 
Cadbury Schweppes, in addition to his 
other responsibilities as property con- 
troller. 

Mr A. L. Fewster, F.c.a., has become 
managing director of Dunlop & Ranken, 
a major subsidiary company of The 
George Cohen 600 Group. He was 
previously group chief accountant of 
The George Cohen 600 Group. 
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Mr Robert P. Elvy, F.c.a., has been 
appointed financial director and deputy 
managing director of Douglas Kane 


- Group. 


Mr John Bradbeer, F.c.a., has become 
secretary of Avon Rubber Co. He was 
previously group chief accountant and 
deputy secretary. 











Mr A. J. Bradbeer Mr D Cunningham 

Mr David J. C. Cunningham, A.C.C.A., 
A.M.LB.M., has recently been appointed 
chairman and managing director of 
Euroscot Securities. He is in addition 
chairman of CMC Management Con- 
sultants. 

Mr Michael Reed, a.c.a., has been made 
chief accountant of International Red 
Hand Marine Coatings. He was formerly 
with Price Waterhouse & Co. 





ay 


“Mr Michael Reed 


bane 


Mr Peter F. Salmon 


Mr Peter F. Salmon, F.c.M.A., has 
been appointed finance director of the 
Marchon division of Albright & Wilson. 

Mr Thomas Frankland, F.1.M.T.a., 
has been appointed chief financial officer 
of West Devon. He was previously 
borough treasurer of Bideford. 

Mr Harry Harnett, F.I.M.T.A., has 
become treasurer of Reigate and Ban- 


stead; he was previously treasurer of 
Farnham UDC. 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Book-keeping, Civil Service, Computer 


Free 100-page book (without obligation} on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
(24-hour Recordi 


Tel. 01-947 2211 


ecording Service — 01-946 1102 — Prospectus only} 
Accredited by the Council for the Accreditation of Correspondence Colleges 
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NEW ADVISER FOR ECGD 


The Secretary of State for Trade and 
Industry has appointed Mr D. W. Hardy, 
F.C.A., as a member of the Export 
Guarantees Advisory Council which 
advises the Export Credits Guarantee 
Department on its ‘commercial’ opera- 
tions. 

Mr Hardy is finance director of Tate 
& Lyle, and also a director of United 
Molasses Co, Paktank Storage Co, and 
the Agricultural Mortgage Corporation. 

The Advisory Council consists of 
members appointed for a five-year term 
by the Secretary of State for Trade and 
Industry and is composed of businessmen 
and bankers. It advises ECGD on busi- 
ness insured under section 1 (commercial 
account) of the Export Guarantees Act. 


DOUBLE TAXATION 
Norway 


Discussions have taken place about the 
revision of the Double Taxation Agree- 
ment between Norway and the United 
Kingdom following the introduction 
of the new United Kingdom corporation 
tax system and changes in the Norwegian 
tax system. 

Agreement was reached at official 
level and the text of a protocol will be 
submitted to Governments for approval. 


IASC OFFICE 


The Secretariat of the International 
Accounting Standards Committee moved 
from temporary accommodation at Char- 
tered Accountants’ Hall into its perma- 
nent office at 3 St Helen’s Place, London 
EC3A 6DN (Tel. o1-638 4431) on 
October rst. 


’ CERTIFIED ACCOUNTANTS’ 
DINNER AND DANCE 


The annual dinner and dance of The 
Association of Certified Accountants 
will be held in the Great Room, Gros- 
venor House, Park Lane, London Wr 
on Monday, November 26th, at 7 for 
7.30 p.m., under the chairmanship of 
the President of the Association, Mr 
T. O. W. Newman, F.C.C.A,, F.C.LS. 
Following a late night buffet served 
at tables at 11.15 p.m., there will be a 
two-part cabaret of Bill and Bobby Irvine, 
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ex-world professional dance champions, 
giving an exhibition of ballroom dancing, 
and Miss Elaine Blighton, a well-known 
BBC concert singer. 

Tickets, price £4 (exclusive of wines), 
for members and their guests are avail- 
able from the Secretary of the Association, 
22 Bedford Square, London WCxzB 
ADHS. 


SHEFFIELD MEETING 
ON PENSIONS 


At an evening meeting on ‘Pensions — 
Current Legislation’ to be held by the 
Sheffield and District Society of Char- 
tered Accountants on Thursday, October 
11th, the speaker will be Mr D. G. Jay, 
a director of Hogg Robinson and 
Gardner Mountain (Life Pensions). 

To be held at the Grosvenor House 
Hotel, Sheffield, at 6 p.m., the charge will 
be £2 (including VAT) and applications 
should be made without delay to the 
Society’s Secretary, Mr G. L. Stuart- 
Harris, A.C.A., 22 Norfolk Row, Sheffield 
Sir 2PA. 


CAPITAL GAINS TAX 


Occupants of Tied 
Accommodation 


Section 29, Finance Act 1965, exempts 
from capital gains tax gains accruing on 
the disposal of a taxpayer’s only or main 
residence. In the case of occupants of 
tied accommodation, for example bene- 
ficed clergymen, the main residence 
would normally be the taxpayer’s official 
residence. Section 29 does, however, 
provide special rules where a taxpayer 
has two or more residences; section 29 
(7) allows a taxpayer to choose which 
residence is to be regarded as his main 
residence for capital gains tax purposes. 
An occupant of tied accommodation 
who owns another house may therefore 
nominate the house he owns as his 
main residence provided it is both 
available to him for residential purposes 
and he does in fact reside there at regular 
intervals; each case will have to be 
considered on its own facts. 

Section 29 (7) requires that any 
nomination should be made within two 
years of the acquisition of the second 
residence. Where, however, occupants of 
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tied accommodation have been unaware 
of the need to make a nomination under 
section 29 (7) and the time limit has 
passed, the Revenue has stated that 
inspectors will be prepared to accept a. 
late notice of nomination. 


BRITISH COUNCIL COURSE 
ON TAXATION 


Representatives from eleven countries 
overseas are attending a British Council 
course on taxation which opened on 
Monday of this week and continues 
until December 7th. The course has been 
arranged in collaboration with HM 
Treasury, the Board of Inland Revenue, 
HM Customs and Excise, and The 
Institute of Municipal Treasurers and 
Accountants. Directors of Studies are 
Messrs D. W. Mason, Board of Inland 
Revenue, J. C. Stevenson, HM Customs 
and Excise, and J. E. Bell, Assistant 
Secretary, The Institute of Municipal 
Treasurers and Accountants. 

During the first four weeks of the 
course members will follow a programme 
of introductory lectures on the theory 
and principles of taxation, methods of 
financial administration, and control 
and processes of direct, indirect and 
local government taxation in Britain. 
During the second period, members will 
study according to their special interests 
and be attached to the Inland Revenue 
Department, HM Customs and Excise 
or to local authorities. 

Those attending are from Brazil, 
Ghana, Israel, Malaysia, Mauritius, New 
Zealand, Nigerig, Pakistan, Philippines, 
Sierra Leone and ‘Zambia. 


SOUTH-WEST ESSEX GROUP 


The first meeting of the 1973-74 session 
of the South-west Essex Group of 
Chartered Accountants will take place 
on Wednesday, October roth, when Mr 
W. S. Tough, of HM Customs and 
Excise, will speak on the operation of 
VAT. The meeting will be held at 
Nan’s Pantry, 772 Eastern Avenue, 
Newbury Park, Ilford, at 6.15 for 6.45 
m. 

Those wishing to attend should con- 
tact the Secretary, Mr D. E. Heady, 
F.C.A., 187A South Street, Romford, 
RMaı 1QD (Romford 44728). 
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een Examination Tuition by the Metropolitan. College 


INSTITUTE OF CHARTERED ACCOUNTANTS 


* The Metropolitan College offers you the 
benefit of more than sixty years’ accumu- 
lated experience in examination coaching. 
A guarantee of coaching until successful. 


Helpful, up-to-date study notes, mostly in 
printed pocket-sized booklet form. 


Adequate test practice and tutorial criticism. 
Invaluable self-examination questions. 
Offcial publications of the Institute, 
appropriate to the Intermediate and Final 
examinations. 
J.Dip.M.A. 
the highest award available 
to Accountants in Great Britain 
CERTIFICATE IN MANAGEMENT 
INFORMATION 


+ Ft 


The above-mentioned examinations are open 
to members of the Institute and have been 
instituted to improve the standard of account- 
ing services and to encourage study in the 
increasingly important field of business ad- 
ministration and organization respectively. 
When applying for particulars of the College’s 
expert postal courses, please specify the 
examination in which interested. 








After the examinations leading to the professional 
qualification of Chartered Accountant, Metropolitan 
College students have gained over: 


11,000 SUCCESSES 


and more than 


350 HONOURS 


including 
56 FIRST PLACES 
38 Second Places 
66 Third & Fourth Places 


AND NUMEROUS PRIZES, MEDALS AND 
SCHOLARSHIPS 


„Á 
Write TODAY fora free copy of the College ‘Accountancy’ 
Prospectus (stating the examination in which you are 
interested) to The Principal, B. Mendes, 8.sc.(ECON.), 
"SCA, (Dept Al/26), Metropolitan College, St Peter’s 
Street St Albans ALI 3NE, or CALL at 30 Queen Victoria 
Street, London EC4. Telephone 01-248 6874. After office 


hours 6 p.m. Monday to Friday) telephone messages are - 


recorded electronically. 


Metropolitan College 





LINKED PRIVATE 
STUDIES 


The Luton College of 
Technology and Metro- 
politan College now 
offer facilities for 
integrated oral and 
correspondence tuition. 
One week ‘pep’ Courses 
— to assist students in 
areas of weakness, 
Week-end residential 
‘Punch’ courses — for 
intensive concentration 
on particular subjects. 
For details of these, and 
other linked courses 
write to: Metropolitan 
College, St Albans 
ALI 3NE. 
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Healey & Baker ~ established 1820- 
is an independent agency with a large 
professionally qualified staff fully 
experienced in portfolio management 
and advising on all aspects of real 
estate for investment purposes. 


Healey & Baker has recently extended 
its services to its wide range of clients. 
by the establishment.of offices in 
Western Europe. 


HEALEY & BAKER ` 
29 St. George Street Hanover Square 
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QUOTATIONS WILL BE MADE 
ON REQUEST WITHOUT OBLIGATION >~ Š 


| STOCKTAKING: 


Retail, Wholesale & Industrial | | 





VALUATIONS ` ` 


| | Fixtures, Furniture, Plant & Equipment 





Official Certificates Industrial Stock-checking, 
issued for audit purposes Reconciliation of client’s records S 
Detailed Stock Summaries if required and updating — G 
prepared for client’s Inventory files compiled for 
information initial computer preparation. | 
Observation reports and advice are included where appropriate R 
as part of our service to clients Gg 
9 Golden Square, London WIR 4BY | be, 
Telephone 01-434 1718/19/20 S 
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Lloyds & Scottish Limited one of the 
largest publicly quoted finance groups 


which cover a wide range of activities, The proven property expertise of 
is able to contribute considerable finance Heron Corporation, at home and abroad, 
expertise as well as a service to this new is your security when you call on the 


company through its extensive connections. financial backing of this new organisation. 



























The organisation combines 
competitive rates with a flexible approach 


to security tailored to each individual Call Heron Lloyds & Scottish 
project. l Finance Limited, 

Heron Lloyds & Scottish welcomes Telephone: 01-486 4477 
approaches for finance from all parties for inthe first instance talk CG 
commercial, industrial or residential Gerald M. Ronson. 


developments in the United Kingdom. 


Quick decisions will result in every case. Heron Lloyds & Scottish Finance Ltd., 


Heron House, 19 Marylebone Road, London NWI 5JL. 
Telex: 21910 
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Phase III Plans Not Encouraging 


OLITICAL implications apart, the questioner who 

asked the Prime Minister at his news conference on 
Monday if, after Phase Three, there would in due course 
be a Phase Four with a still larger measure of economic 
autarchy was, to put it at best, hardly being fair, and at 
worst, completely failing to grasp the issues involved. 

The case for Phase — or Stage, as officially termed — Three 
as set out in the opening paragraphs of the Green Paper, The 
Price and Pay Code for Stage 3 (Cmnd 5444) released this 
week is clear and simple. The basic measures are amalgams 
of ad hoc controls with, as Mr Enoch Powell has rightly 
observed, little economic logic. They are necessary because 
cost-inflation cannot be contained without statutory con- 
trols over pay. The fact that the problem has been com- 
pounded and made still worse by the unprecedented 
increase in world food and commodity prices does not alter 
the basic facts of the situation. The rest of the package, 
at every stage, is either included for political reasons or is 
intended to offset any adverse consequences of the structure 
of controls in the economy. 

Phase Three can best be seen as Phase Two writ large. 
But it should not be judged on whether or not it will 
resolve the Government’s and the nation’s economic prob- 
lems. That it will not do. What it may do is to remove some 
of the defects inherent in any system of controls over prices 
and pay. And, it may ultimately ensure a climate of public 
opinion which will persuade the unions that a return to 
free collective bargaining is simply not a practicable 
possibility. If there are any uncommitted voters still wedded 
to that idea, the dispute at Chrysler should have provided a 
most instructive lesson. 

The relevant question is simple and clear-cut: to what 
extent is the Phase Three policy an improvement on its 
predecessors? It must be conceded that the answer is not 
particularly encouraging. A 7 per cent increase in pay, with 
a maximum of £350 is, as far as the man-in-the-street is 
concerned, preferable to Phase Two. On the other hand, the 


official figures of the increase during the past year in average _ 


earnings leaves one wondering just how many people found 
loopholes in the Phase Two model. 


It is tempting, at first sight, to contend that the promised 
increase in price controls is little more than window- 
dressing. It must be doubted whether the existing resources 
of the Price Commission can match up to the further 
demands to be placed upon it. However, the psychological 
effect of knowing that ‘Big Brother is watching’ should 
impose some measure of care and restraint on the thousand 
or so category IT companies now directly affected. 

Mote interesting is the proposal for new threshold agree- 
ments to compensate for exceptional increases in the cost 
of living index over 7 per cent, but hitherto the trade union 
negotiators have not taken kindly to such proposals. The 
inclusion of a x per cent ‘flexibility’ margin is sensible, 
but it remains to be seen just how freely this is exercised. 

On the other hand, industry is not likely to find much to 
its taste. The prospect of an extension of price control is a 
poor substitute for the recent demands, including that 
in a memorandum to the Government from a working 
party of five accountancy bodies, for removal of controls 
on net profit margins and the dropping of the present 
productivity deduction as applied by the Prices Commis- 
sion. (The bodies concerned are the English, Scottish 
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and Irish Institutes, the Certified and the Cost and 
Management Accountants.) 

Since it is clear that it will be a very long time before 
it will be possible to abandon the wide-ranging government 
intervention necessitated by the present difficulties, the 
accountancy bodies are right to stress the desirability of 
setting up an independent review body speedily to deter- 
mine disputes in interpreting the legislation which relates 
to the calculation of permitted price increases and allowable 
cost increases. At the same time, they will be relieved that, 
in accordance with generally accepted accounting principles, 
depreciation will be allowed for in the controlled prices, 
while reductions of profit margins are to be limited to 
ro per cent in the hope that the consequent fall in profits 
will not discourage investment. 

The accountancy bodies will be gratified, too, that their 
proposals to allow loss making companies to raise their 
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prices to ensure a reasonable return on capital employed, 
has been met by the allowance of 8 per cent return before 
the company is subject to price control. 

The minutiae and the effectiveness of the regulatory 
powers exercised during Phase Three are of rather less 
importance than the development of economic factors over 
which the Government has little, if any, control. The Prime 
Minister made much of the price competitiveness of 
British exports, but it remains to be seen whether 
the long-sought export-led expansion will be achieved. 
Likewise, with the trend in world prices, this could still 
disrupt and completely destroy the Government’s hopes 
of containing demands for compensatory pay increases. 

There will still be many observers within the ranks of 
industry who will be left wondering whether the prospective 
rewards for successful entrepreneurship will compare witk 
the demands made upon them. 


paper was concerned with a matrix 
build-up of accounts and the repre- 
sentation of the balance sheet in 
mathematical model terms. 


RW the colourful surroundings of 
the Congress and Exhibitions Hall, 
Madrid, the Seventh Congress of the 
‘Union Européenne des Experts Comp- 
tables, Economiques et Financiers 
(UEC) was opened on Monday of last 
week by the Spanish Minister of 
Finance, His Excellency Senor D. 
Antonio Barrera de Irimo, pictured 
here with Prof Wenceslao Millán 
Fernandez (/eft) and Congress President 
Dr Magin Pont Mestres. This mar- 
ked the beginning of an intensive 
week of discussion and social events. 

Some 1,200 accountants from 23 
countries had assembled to discuss the 
three main themes of treatment of 
changes in the purchasing power of a 
country’s currency in financial state- 
ments; the role of the accountant in 
business combinations; and quanti- 
tative techniques in the modern con- 
ception of accountancy and auditing. 

The first of these is of particular 
interest in the UK at the present time, 
in view of the ASSC’s proposed action 
on ED8 (The Accountant, September 
20th), and the proposed government 
inquiry into the problem. Discussion 
centred around a paper prepared by 
Professor Dr Rainer Ltidwig, assisted 
by an editorial board drawn from 
France, Italy, Sweden, the Nether- 
lands and Spain. 

Discussion of the accountant’s role 
in business combinations was based 


on a paper written by M J. J. 
Lordonnois, of France. This covered 
both national and international com- 
binations and examined the account- 
ant’s role as an adviser to the parties 
and his statutory and other duties. 
On Thursday the Congress turned 
to the application of quantitative tech- 
niques in accounting and auditing, 
with a paper by Professor Dr Marcia- 
Jesús López Moreno. Much of this 





Closing addresses by Professor 
Wenceslao Millan Fernández, Execu-- 
tive President of the Congress; Mr 
A. F. Tempelaar, President of the 
UEC, and the First Secretary of 
Trade, Sr. D. Frederico Trenor y 
Trenor brought the formal proceed- 
ings of the Congress to an end. This 
was followed by a farewell dinner for 
all participants and their guests. 

A full report of the Congress pro- 
ceedings will appear in The Account- 
ant next week. 


Financial Control 
in Europe 


e of adequate machinery to 
detect and expose financial frauds 
and irregularities in the affairs of EEC ` 
was causing "a gnawing discontent 
among the electorate in member States’, 
Mr Rafton Pounder, M.A., F.C.A., M.P., 
declared last week. Addressing the 
European Parliament, Mr Pounder 
called for the speedy appointment of 
an EEC ‘court of auditors’ to report 
to the European Parliament. 

The debate showed unanimity on the 
need for more parliamentary control 
over Community finance, though with 
some cleavage on party lines as to the 
means by which this should best be 
accomplished. 

The EEC Commission has also 
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undertaken to keep the European 
Parliament informed of the progress 
made in talks with representatives of 
the accountancy profession and other 
interested bodies about directives on 
company law. A fundamental point in 
these talks, of course, has been differ- 
ences in jurisprudence and legal 
practice between the various member 
States. 


Accounting Standards 
Have Worked 


HE substantial majority of Britain’s 

public companies have complied 
in all significant areas with the three 
accounting standards so far published. 
This information was given to a 
recent meeting of members of the 
London and District Society of Char- 
tered Accountants, in a preview of 
the Institutes 1972-73 Survey of 
Published Accounts, by Mr David 
Hobson, M.A., F.C.A., of the Accounting 
Standards Steering Committee. 

In connection with the 1971~72 
survey (The Accountant, January 11th 
and 18th), suggestions had been made 
that companies were ignoring stand- 
ards. Such comment, Mr Hobson 
said, had been premature; it ignored 
the fact that only one standard (‘As- 
sociated companies’, SSAP 1) had 
been operative at any time during the 
survey period. Neither the ASSC nor 
the professional bodies exerted any 
pressure for companies to follow 
exposure drafts in advance of their 
conversion to definitive standards — 
which might be adopted in different 
form from that originally exposed. 

The 1972-73 survey showed great 
variation in the disclosure of account- 
ing policies, particularly as affecting the 
important areas of stocks and deprecia- 
tion; separate standards were ob- 
viously needed in these areas. Mr 
Hobson confirmed that the ASSC 
had (as reported in The Accountant 
last week) reached the stage of a 
final text for a standard based on ED6 
‘Stock and work in progress’, but 
would not recommend this for pub- 
lication until after discussions with 
the Inland Revenue. There had as 
yet been no exposure draft on de- 
preciation, due mainly to difficulties in 
resolving the approach to depreciation 
of property, whose depreciation 
through usage was often more than 


THE 
ACCOUNTANT 


offset by (inflationary) enhanced 
market values. 

Mr Hobson doubted whether com- 
pliance with SSAP 3 ‘Earnings per 
share’ could yield meaningful results 
until the practice of ‘reserve account- 
ing’ had been forbidden in accord- 
ance with the proposals in ED7 (The 
Accountant, July 6th, 1972). The 
latest exposure drafts, EDg to 12, 
had been framed to meet specific 
problems arising from changes in 
legislation, and should be regarded 
in the light of useful guides to the 
accounting problems arising from that 
legislation. 


CIS President Opposes 
Worker- Directors 
ANDATORY appointment of 


worker-directors to the boards of 
British companies would be ‘quite 
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wrong at this stage of our develop- 
ment’, Mr T. E. D Mason, B.COM., 
F.C.LS., F.C.C.A., President of the 
Institute of Chartered Secretaries and 
Administrators, declared last week. 

‘Our law now permits membership 
of the board of directors, by worker 
representatives, if the shareholders 
elect them. Our law now permits the 
establishment of a two-tier board, one 
with supervisory powers and the other 
for day to day management, if the 
shareholders desire to conduct the 
company’s affairs in such a way. 

‘We believe that the next five years 
will provide opportunity for experi- 
ment and study of developments in 
this field, and we are convinced that 
meanwhile it would be quite wrong 
and contrary to the interests of all — 
including workpeople — for companies 
to be required by law to include 
worker representatives on the board of 


Swiss Venue for International 
Tax Conference 


EMBERS of the International 

Fiscal Association assembled this 
week in Lausanne for their 1973 
annual conference. The principal sub- 
jects for discussion on this occasion 
are “Taxation of enterprises with 
permanent establishments abroad’ and 
‘Partnerships and joint enterprises in 
international law’; there is also pro- 
vision for a round-table discussion 
on ‘Reinvestment of capital gains’. 

Comment by the British national 
reporter, Mr T. L. Halpern, on the 
first paper on Tuesday traced the 
development of the UK’s schedular 
income tax system since 1803, and 
dealt with British tax treatment of 
non-residents trading in the UK and 
of UK residents trading abroad. The 
UK system, he said ‘makes no funda- 
mental distinction between a London 
firm with a branch in Birmingham 
and a London firm with a branch in 
Lausanne’. 

On the second paper, Mr J. P. 
Lawton outlined the status under UK 
law of general partnerships, limited 
partnerships and companies; a joint 
enterprise, he pointed out, would 
normally fall within the UK definition 
of partnership as a business carried on 
in common with a view of profit, 


although where the number of partici- 
pants exceeded the permitted number 
for a partnership, the enterprise would 
be liable to corporation tax as an 
unincorporated association. 

Nationalities represented at the 
conference include, in addition to the 
UK and Switzerland, France, Ger- 
many, Belgium, the Netherlands, 
Denmark, Sweden, Spain, Israel, the 
United States and Mexico. The pro- 
ceedings are being conducted in 
English, German, French and Spanish. 

The conference programme also 
includes a wide choice of social events 
and optional excursions by coach and 
lake steamer. Among points of interest 
available are Berne, Geneva, La 
Gruyére, Valais and the Neuchatel 
region, with opportunities to visit 
such distinctive features of the Swiss 
scene as a hydro-electric plant, a 
chocolate factory, watchmaking fact- 
ories and a mechanical museum, and 
a wine-cellar and wine-press. There 
was a civic reception on Monday at 
the Castle of Chillon, built in the 
Middle Ages, for which participants 
were particularly recommended to 
dress warmly. A closing banquet takes 
place tomorrow (Friday) at the Palais 
de Beaulieu. 
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directors. However, we are equally 
convinced that the time has come for 
improvement in arrangements for 
official consultation with representa- 
tives of the workpeople at board level.’ 

Mr Mason was speaking at the 
golden jubilee dinner of the Institute’s 
Bristol and West of England branch, 
held in Bristol. 


Computer Society 
Presentations 


PRESENT ATION of the first John 
Player Award, for outstanding 
contributions to the production, de- 
velopment, use or acceptance of com- 
puters, has been made to Professor 
Tom Kilburn, PH.D., D.SC., F.R.S., 
F.B.C.S., PIER, Professor Kilburn, 
who holds the chair of computer 









"A 


Professor T. Kilburn 


science at Manchester University, 
received the trophy and cheque for 
£2,000 from Lord Robens, chairman 
of the panel of judges, at last week’s 
annual dinner of the British Computer 
Society. 

Making the presentation, Lord 
Robens said: ‘We believe that Pro- 
fessor Kilburn has not only made a 
unique technical contribution towards 
increasing the effectiveness of com- 
puters, but also by his dedication and 
example has helped to increase the 
prestige of computer science in this 
country’. 

The Society has also announced the 
creation of two ‘Distinguished Fellows’ 
in recognition of their ‘virtually un- 
paralleled contribution? to computer 
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New Council of Accounting Education 


ORMATION of a new co-ordinat- 

ing body in accountancy education 
-the Council of Departments of 
Accounting Studies, or CODAS — was 
announced this week. The function of 
CODAS is to enable representatives 
from those UK public educational 
institutions -- at present 55 in number — 
which teach accounting and related 
studies ‘as a substantial element of 
undergraduate degree courses’ to exam- 
ine, discuss and investigate aspects 
of accounting education which are of 
common interest. 

As its first activity, CODAS has 
drafted a detailed submission to the 
Solomons long-range inquiry into ac- 
counting education — a document on 
which only two of its 55 participants 
have expressed any substantial reserva- 
tions, and which therefore may be said 
to represent a significant and authori- 
tative consensus of opinion on the 
major issues of accounting education. 
Principal features of the CODAS 
submission are: 

(a) The accountancy profession 
should adapt its policies and 
arrangements for examinations 
and training, to the expectation 
that graduates will soon become 
the standard or normal type of 
entrant; 

(b) ‘Block’ Stage’ II recognition 
schemes for ‘accounting gradu- 


science in their respective fields. The 
new fellows are Capt. Grace Murray 
Hopper, of the US Naval Reserve, 
who has played a major part in 
development of computer software; 
and Professor Maurice Wilkes, F.R.S., 
professor of computer technology at 
Cambridge University and the British 
Computer Society’s foundation Presi- 
dent in the years 1957 to 1960. 


Taxing Ireland e 
Mineral Wealth 


HE Government of the Irish 

Republic has decided at last to tax 
mining companies’ profits — thus 
ending a singularly ill-judged con- 
cession which has engendered growing 
national unease in recent years. 

For decades past, it had been ac- 
cepted that Ireland was devoid of 
significant mineral wealth — a concept 


ates’ should be thought through 
and introduced ; subject-for-sub- 
ject exemption schemes matched 
to a professional examination 
structure not designed for gradu- 
ates, and not differentiating be- 
tween ‘broadly educational’ and 
‘immediately professional’ con- 
tent, are not satisfactory; 

(c) Other graduates should be re- 
quired to complete ‘conversion’ 
courses embodying at least as 
much educational content, 
breadth, and perspective, as 
is required of non-graduate 
entrants to the profession; 

(d) The present foundation courses 
for non-graduates should be 
preserved, further developed, 
and preferably extended to serve 
all branches of the profession ; 

(e) Improved liaison between the 
accountancy institutes collec- 
tively, and the educational insti- 
tutions collectively, is highly 
desirable; and s 

(f) The development of accounting 
education should be speeded up, 
and enhanced in quality by 
increased professional funding of 
teaching fellowships. 

Professor J. R. Perrin, M.B.A. 
PH.D., Professor of Financial Control 
in the University of Lancaster, has been 
elected Chairman of the new body. 


not contradicted by the shrewd mining 
experts who negotiated their com- 
panies’ leases. Generous terms were 
granted to the operators, including 
complete freedom from income tax and 
corporation profits tax from 1967 
onwards, on the basis that mineral 
deposits were negligible and the only 
realizable national benefits lay in 
obtaining local employment in the 
prospecting areas. Government 
revenue was consequently minimal, 
reaching {1-7 million in all between 
1965 and 1971 on exports of ores and 
concentrates of £67-5 million. 

A private study group’s estimate in 
1972 of a gross value of known 
deposits at {1-79 billion, followed by 
discovery of enormously valuable zinc 
deposits, provoked clamour for 
nationalization, and the Government 
woke up. It announced that the 20- 


_year exemption was unduly generous 
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by reference to comparable conces- 
sions elsewhere, and was no longer 
appropriate; that profits would be 
liable to normal rates of tax after 
certain deductions including marginal 
abatements; and that these changes 
would apply to present and future 
developments. 

Present national mining revenue 
derives from a royalty basis on agreed 
profits instead of on production, the 
rate varying from 4 per cent to 10 
per cent. The new rate could rise to 
50 per cent on adjusted profits, and 
there are conservative expectations of 
at least {50 million revenue over the 
next twenty years. 


Customs and Excise 
Views Overruled 


UIDANCE notes issued by HM 

Customs and Excise in amplifica- 
tion of VAT Notices 7or (general) 
and 708 (construction industry) were 
disapproved recently by the London 
VAT Tribunal. Attempts to draw a 
distinction between civil engineering 
work (in this case, the construction of 
a tennis court) undertaken for a public 
client and for a ‘private client in 
paragraph 2 (c) of the relevant note 
were described as ‘untenable’, and 
the Custems decision to refuse zero- 
rating for the work in question, in so 
far as it was based on the distinction 
set out in that note, was wrong. 

The Tribunal also refused to follow 
the Customs and Excise view, in 
paragraph 4 of the same note, that 
supplies in the course of construction 
of grass-surfaced sports facilities were 
liable to VAT at the standard rate. 
While recognizing the difficulty of 
drawing a firm line between civil 
engineering work and landscaping in 
all cases, the Tribunal ruled: ‘We are 
unable to accept the contention that, 
because in the end the area is left with 
a grassed surface, that precludes the 
work from being a civil engineering 
work.’ 

Subsequent comment from Customs 
and Excise disclaimed knowledge of 
the particular case (En-Tout-Cas Ltd v. 
Commissioners of Customs and Excise) 
but stressed that guidance notes issued 
by the Department were clearly stated 
not to have the force of law. Such 
notes, it was claimed, fulfilled a 
generally useful purpose, and did not 
seek to reproduce the precision of 
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language used in a statute. There was a 
wide variety of notes in issue, covering 
all aspects of Customs and Excise 
work, and they were kept under 
review in the light of developments in 
the law. Several VAT amendments 
had already been issued, and others 
were in prospect. 


CBI Pension Scheme 
NEw pension schemes which will 


have ‘recognition’ status are com- 
ing thick and fast — often open to large 
numbers of employers so as to secure 
more favourable terms. 

The Confederation of British Indus- 
try has announced the formation of a 
scheme for its members, which was 
claimed to be the largest centralized 
occupational pension scheme to be set 
up in this country. It is open to em- 
ployers who are CBI members, either 
directly or through a member trade or 
employer organization. 

The scheme is simple and flexible, 
offering a choice of three scales of 
benefit — giving a personal pension of 
I, të or 2 per cent of total earnings 
each year. Employees pay 2, 3 or 4 
per cent respectively of their total 
earnings each year, with employers 
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meeting the balance of the cost — or 
the whole cost, if they so desire. It is 
not necessary for all employees in an 
organization to be on the same scale. 

Wide adoption of the scheme could 
help to overcome some of the problems 
of preserving or transferring accrued 
pension rights when an employee 
moves to another employer. If both 
employers are using this scheme, there 
will be an automatic transfer of pen- 
sion rights. 

The scheme has been designed by 
Sedgwick Forbes McNicoll in con- 
sultation with the CBI (who will also 
act as trustee), and is underwritten 
by the Equity and Law Life Assurance 
Society. 


Canadian Practitioners 
Review New Taxes Act 


| NVOLVEMENT of the professions, 
industry and the general public in 
the formulation of tax policy, and 
more effective rights for the individual 
taxpayer, are the central themes of a 
substantial 400-point brief presented 
to the Canadian Government by a 
joint committee of the Canadian Bar 
Association and the Canadian Institute 
of Chartered Accountants on the 


The ‘Office of the Year’ Awards for 1973 were presented last Friday by Lord Robens, 
pictured here (centre) with (from left) Mr F. B. Morland, chairman, Kalamazoo Ltd; Mr N. S. 
Bailey, managing director, N. G. Bailey & Co Ltd, Birmingham; Mr Hugh Mcliveen of Ferguson 
& Mcliveen, Belfast; and Sir Derek Greenaway, chairman, Daniel Greenaway & Sons Ltd. 
The Awards, sponsored by The Institute of Administrative Management and Business 
Equipment Digest, are offered in two categories — for purpose-built offices designed to meet 
the requirements of the organization concerned, presented this year in a ‘tie’ to Ferguson & 
Mcliveen and Kalamazoo Ltd; and for converted premises (small, up to 75 staff), presented to 
N. G. Bailey & Co Ltd, and (large, 75 or more staff), to Daniel Greenaway & Sons Ltd. 
Commending the Award scheme, Lord Robens said there was ne doubt that greater produc- 
tivity resulted from a good working environment, and he hoped, through the Awards, to see a 
continuing general improvement in office working conditions in the years to come. 
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working of the Dominion’s new tax 
structure. The committee’s recom- 
mendations are aimed not only at 
relieving taxpayers from anomalies 
and unfair provisions in the new 
legislation, but also to protect the 
revenue against taxpayers taking ad- 
vantage of unintended loopholes. 
There is a growing disharmony 
between federal and provincial tax 
structures in Canada, needlessly in- 
creasing the complexity of the system 
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and adding substantially to taxpayers’ 
compliance costs. It is recommended 
in the present submission that there 
should be uniform treatment of all 
tax incentives — federal and provincial 
— relating to asset acquisitions, and 
that reliefs granted by provincial 
governments should not be neutralized 
by federal provisions. 

Other specific proposals are for a 
review of the tax treatment of pension 
benefits; more realistic rules for the 
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‘departure tax’ on assets of taxpayers 
giving up Canadian residence, which at 
present discourages transfer of Cana- 
dian employees abroad; relief for bad 
debts arising on a sale of assets giving 
rise to a taxable capital gain; and 
abandonment of the ‘designated cor- 
porate surplus’ concept, which ‘has 
become unwieldy and ineffectual’ and 
imposes a penalty on legitimate con- 
solidation of companies and enter- 
prises. : 





THIS IS MY LIFE 


No Head for Heights 


by An Industrious Accountant 


T managing director of the big electronic components 

factory smiled condescendingly upon me. ‘I hear you 
keep an appointments register for your up-and-coming 
accountants’, he said. ‘Could you recommend me a good 
young chap?” 

I nearly choked into my coffee. Our local society’s 
campaign to brainwash local industrialists into contacting 
us automatically when in need of financial talent has made 
only pathetic progress to date. Those who inquired have 
invariably been small-timers looking for cheap bargains. 
This time, it seemed, we'd struck oil. 

Wed placed the odd top-level candidate here and there, 
but there were still some exceptional performers available, 
I indicated with an air of tolerant co-operation entirely 
devoid of justification, but he wasn’t:impressed. Job and 
process costing with rather sophisticated overhead alloca- 
tions for special batches, that was the assignment; ten 
years’ experience and a readiness to break fresh ground 
were desirable; promotional prospects could be excellent. 

Pd just the man he wanted, I responded warmly, and 
went off to telephone Tony. 

Tony is a slim character with sleek blond hair who 
works as general factotum, from cashier to final account 
expert, in a family grocery firm. He’s keen, accurate, and 
reliable . . . but in a dead end. This was his chance to get 
out and up the ladder. I gave him some inspired sales- 
talk and he was interviewed promptly. 

He found the ladder too steep. His factory tour proved 
bewildering, he said. All these valves and coils and switches 
baffled him; the rows of girls manipulating tiny wires with 

‘tweezers were depressing; the jargon was just gibberish. 

He'd get the hang of it quickly, I urged, but he still 
demurred. The plant lay-out was a jungle of temperature 
readers and humming dynamos under notices with un- 


decipherable initials; the chief engineer was overbearing 
and brusque; the junior engineers’ conversation at lunch 
was either condescending or carping. Personally he didn’t 
know an amp from a volt and didn’t care if he never did. 

Familiarity would dispel the mystery, I persisted, and 
the chief accountant would ensure that Tony would be well 
indoctrinated. Every business was incomprehensible at 
first. Remember the bright prospects; suppose the grocery 
folded up overnight? 

It just wasn’t on, he grumbled. In the shop he dealt with 
auditors and Revenue Commissioners and the family 
directors; a middle-level clerk arguing with technicians was 
an ignominious come-down. I said no more. I thought 
sadly of training with continental affiliates, of invaluable 
shop-floor contacts with shop stewards, of learning financial 
expertise in the world’s most sophisticated industry, of the 
rung-by-rung ascent to boardroom level and national 
recognition waiting for the far-sighted and courageous. 
But Tony, unable to stand up to an alien environment, 
preferred the safety of his familiar routine. 
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“Leek and Westbourne, of course. One of 


the biggest building societies. They know how l 


to look after people's money and, provide some- 
thing for everyone.” 

“How ?” 

“Take their General Investment Account, 
for a start. You get 7.50% interest, that’s 10-71% 
gross. Or their Regular Savings Scheme. Sub- 
scribe from £1 monthly to £30, (£60 if your 
wife joins in), and your interest is 8%, 11-42% 
gross. Still 8%, even if you opt out before the 


‘full term.” 


“That's pretty good. Is that all 2” 
“Oh no | You've Savings Bonds, they are 


“Leek and who!” ` 


linked to the Royal Insurance Group. Again, a 
high yield, with an endowment assurance policy 
built-in. You've the S.A.Y.E. Scheme. Save for 
five years, collect a tax-free bonus equal to one 
year's savings. Leave it all untouched for two 
more years, and another bonus ! 

Impressed ?” 

“Marvellous! These Leek and Westbourne 
people sound very useful. I'd like to hear more, 
especially as you're the expert.” 

“Drop in tomorrow. I'll give you all the 
details and latest figures then. They're very 
impressive.” 


All interest rates spoken of here apply to a basic rate income tax of 30% 
A safe name to investin... 


Leek and Westbourne 


BUILDING SOCIETY 


Member of The Building Societies Association. Authorised for Investment by Trustees 
Chief Office: Newton House, Leek, Staffs. ST13 SRG. Tel: Leek 4351 
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CA, ACA, ACMA, ACIS, ACCA, ATII, ASBI, etc. 


BARCLAYTRUST | 
Some GUIDE TO i 


professional UNIFIED TAX 
advice for | ee p Bures ae ati 
accountancy This concise practical guide to unified tax 


has been written specifically for accountants, 
, ! solicitors, bankers, students of taxation and 
S en S i and all others who must come to terms with 
? the new system of personal taxation which 
; came into force at the beginning of the 1973—~ 
If your prime concern is to make sure you 74 fiscal year. During this tax year the pro- 
qualify for any of the above qualifications — d fessional taxation adviser will increasingly 
read on. The School of Accountancy has had be faced with the problems of transition of 
over 60 years’ experience of coaching students the new system. 
for accountancy and other professionat quali- The book recognises that, initially at least, 
fications. We have learned a lot in those years — the unification of income tax and surtax into 
how to coach students most effectively; how to a single graduated income tax will give rise 
help them with really personal tuition; how to to many practical difficulties and, for this 
prepare them fully for their examinations; and reason, numerous worked examples are pro- 
how to give that extra confidence that makes all vided. In many cases alternative methods of 
the difference in the exams. SOA course material approach are suggested, and the manner in 
_ is easy to digest and constantly kept up to date which the Revenue will bring the tax into 
with syllabus changes, trends in examination charge is considered in detail. In-depth 
questions and new legislation. And yet it avoids appraisals of the P.A.Y.E. system, the treatment 
non-essentials and ensures that your learning of building society interest received and the 
is as easy and efficient as possible. separate assessment for husband and wife 


With the backing of our correspondence course d provisions will, in addition to the many other 
yow'll be fully prepared to add to over 100,000 i aspects covered, be of considerable practical 
examination passes achieved by SOA students, g value. 

many of whom have gained awards. E - The emphasis of the book is on the form of 
the new system; the approach is clear and 
logical. With only one or two exceptions, the 
substance of the old system has been per- 
petuated for unified tax purposes. The reader 
is assumed to have a knowledge of well- 


We’ve learned a lot about how to help others. 
Why not let us help you? Find out about the 
School of Accountancy. 





l established principles although details are 
j The School of Accountancy provided in casesfwhere certain background 
& Business Studies EST, I9IO information is necessary to illustrate clearly 


a particular point. 
1973 £1-75 net. Postage extra 


I For full information post this coupon today to: 

The School of Accountancy & Business Studies 

i 144B Regent House or 144B Regent House 
Stewarts Road 341 Argyle Street 

| London SW8 4UJ Glasgow G2 8LW 

| Telephone: 01-622 9911 Telephone: 041-221 2926 


EXAMINATION 


Sweet & Maxwell 


Mail orders to: North Way, Andover, Hants 
SP10 5BE 


AGE Bookshop: 116 Chancery Lane, London 
Accredited by the CACC WC2A 1PP 
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Borrowing Costs, Price Level 
Changes, and EIS 


by D. A. EGGINTON, B.Sc.(Econ.), A.C.A., ALR. and R. C. MORRIS, B.A., M.Sc., A.C.A. 


A liability which is fixed in money terms and redeemable later in money of 
reduced purchasing power, produces a gain for the debtor. The ASSC’s 
‘Accounting for changes in the purchasing power of money’ (ED8, 

The Accountant, January 18th, 1973) proposes that when a company’s monetary 
liabilities exceed its monetary assets a monetary gain related to the decline in 
purchasing power in the accounting period should be included in profit. 
Presumably a loss would be recognized for any excess of monetary assets over 
monetary liabilities and the procedure would be reversed if the general 
purchasing power of money ever increased — but attention will be directed to a 


HE treatment of such gains relating to long-term lia- 

bilities was a matter of controversy long before the 
ASSC proposal, but P. R. A. Kirkman (The Accountant, 
April rgth, last) has pointed out that ED8 provoked rela- 
tively little discussion of alternative viewpoints, despite 
differences between ED8 and its forerunners. Kirkman 
reviewed the arguments for deferring the gain’s inclusion 
in profit until the assets purchased with the loan are sold 
or the loan is repaid, and quoted approvingly from Pro- 
fessor R. S. Gynther. 

The latter has since reiterated his view (The Accountant, 
July 12th) that a monetary gain on long-term liabilities does 
not represent a gain to the entity and should therefore be 
treated as a separate ‘capital maintenance adjustment’ 
(distributable only when the size of the company’s opera- 
tions is reduced) instead of as an element of profit. Both 
these writers, by starting from the premise that profit must 
mean distributable profit, have diminished certain valid 
arguments for including long-term monetary gains in profit 
~although the consequences of those arguments conflict 
with the general tenor of ED8. 

Two major aspects will be considered. The first concerns 
the nature of the long-term monetary gain and its relation- 
ship to interest rates. The second concerns the objectives 
of profit measurement and consequent criteria for the 
recognition of gains; with an objective of estimating profit 
as a measure of performance, the liquidity/solvency 
obsession of ‘distributable’ profit becomes redundant. 


Monetary gains and interest rates 


It is reasonable to assume that lenders in general have 
become aware that their capital is liable to erosion through 
inflation. One rational response would involve a debt 
commitment specifically linked to a general price index — 
a method which has been adopted in several countries and 


monetary gain in an inflationary period. 


was recently proposed in this country by the Page Com- 
mittee on National Savings. 

The alternative approach is to require higher interest 
rates in compensation, and the well-known ‘reverse yield 
gap’ suggests that such behaviour does occur. Effectively, 
the contractual interest rate includes an ‘expected real rate’ 
plus a premium to offset expected monetary erosion. The 
premium element is a repayment of capital over the life of 
the debt (with the privilege of being allowable for tax). In 
the unlikely event that lenders accurately forecast the future 
rate of inflation, the premium element in interest will 
precisely offset the monetary gain on borrowing; to the 
extent that the two do not coincide there will be a ‘real’ 
gain or loss. If any amount deserves being put into limbo 
(which is questionable) it is this ‘real’ gain or loss — but 
this is incapable of measurement in the absence of an 
estimate of the expected ‘real’ rate of interest applying to 
the debt. To charge the full contractual interest against 
profit while deferring the monetary gain would be to 
ignore the interrelationship between these two elements. 

Figure 1 overleaf provides some fragmentary evidence on 
the relationship between interest rates and the general price 
level in the period 1950-72. Debenture and loan stocks 
in UK companies have been chosen because the treatment 
of long-term debt is specifically at issue. 

The upper graph of Figure 1 shows the average market 
redemption yield, which can: be maken "as representative of 
the contractual rate lenders required on an issue of new 
debt in a particular year. From this yield has been deducted 
the annual decline in purchasing power of money 
estimated from the consumer price index. (The compari- 
son is approximate; strictly the full-year price level 
change applied only to the beginning-year market yield.) 


1 A similar argument was advanced by Mr J. Pearcy in a letter to The 
Accountant, May 17th, 1973. 
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The residual, shown in the lower graph, %41 
indicates the ‘real’ market yield on long- 
term debt in each year. 

The average yield in the upper graph 
would incorporate a premium element for 
expectations of inflation over the life of 
the debt, and not merely for inflation in the 
current year. The evidence from the late 
fifties onwards conforms with a general 
premium viewpoint: the ‘real’ yield was 
relatively stable in the more consistently 
inflationary environment of the sixties and 
early seventies than in the erratic inflation 
of the fifties. 

Of course, companies do not pay the 
current market yield on debt — they pay the 
contractual rates applying when the debt was 
issued. This does not affect the character 
of the monetary gains but gives another 
gain (or loss) of different character. If 
through foresight or good luck the debt 
‘was issued at a time of low interest rates, 
the company has a financing advantage over 
similar companies which have to raise funds 
at the higher current rate (or conversely if 
interest rates fall). The continuance of 
this ‘financing gain’ in future periods is 
dependent on the life of the debt and the behaviour of 
interest rates, and equity investors may wish to consider 
this element separately in their expectations. 

For the purpose of assessing a company’s operating or 
trading (as opposed to financing) success in the prevailing 
economic climate, there is a case for estimating the current 
interest applicable to the company’s debt and separating 
out the financing gain. This would be similar to the 
approach of Edwards and Bell in The Theory and Measure- 
ment of Business Income (University of California Press, 
1961). The different long-term interest elements, illust- 
rated for 1971 accounts of quoted companies in manu- 
facturing and distribution (from Financial Statistics, 
December 1972), are shown below — with the ED8 informa- 
tion given for comparison. 
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Separation of gains ` ED8 
£m m 
Market interest on Interest (actual) .. 3175 
average (nominal) Less 
debt 4480 Monetary gain 3433 
Less 
Monetary 
gan 3433 
Financing 
gain 130°5 
473'8 
‘Real’ interest gain 25°8 258 








It can be argued that different classes of gains may be 
interrelated and that distinctions between them are over- 
simplifications for accounting purposes. But an investor 
may wish to take a view on the repeatability of certain 
component elements of profit; the same reasoning supports 
the provision of revenue and expense details in orthodox 
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Average market yield 
20-year debenture and loan stocks 


‘Real’ yield (market yield — general price level change) 
(1972 provisional) 


a ae aCe Ae EE 
1950 ‘51 ‘52 ‘53 ‘54 ‘55 ‘56 ‘57 ‘58 ‘59 ‘60 ‘61 ‘62 ‘63 ‘64 ‘65 ‘66 ‘G7 ‘68 ‘E9 ‘70 ‘71 ‘72 
Figure 1 Average market yield and ‘real’ yield on 20-year debenture and loan stocks, 1950-72, 


Sources: Annual Abstract of Statistics: Financial Statistics; ASSC ED8; Economic Trends 


accounts, rather than provision of just a net profit figure. 

Separation of the financing gains in Figure 2 opposite, 
when applied to the average rates of interest on long-term 
debt actually borne by UK quoted companies, indicates 
consistent financing gains and very low real interest burdens 
over much of the period 1950-72. On occasion the 
monetary gains have even exceeded the interest payments, 
as in 1971. 

One advantage of explicit treatment of the financing gain 
is that it draws attention to the fact that monetary gains do 
not in themselves indicate a successful financing policy. 
A company with an actual interest payment of {10 and a 
monetary gain of £3 would in fact have made a financing 
loss of £4 if the current market cost of equivalent 
borrowing were £6. However, there are special difficulties 
in estimating the current market rate which would apply to 
debt of individual companies when the debt is not quoted — 
different companies and successive tranches of borrowings 
will command different interest rates. 

The case for a current interest charge is really dependent 
on the more general case for recognizing market values in 
accounts; there are no grounds for singling out the interest 
charge for special treatment, particularly since this is an 
area in which the external user is not at any disadvantage 
in making his own estimates (as indeed he could with 
monetary gains). 


Criteria for recognizing gains 

There are two related shortcomings of ED8 which have a 
bearing on the treatment of monetary gains, but are of 
much wider significance. 

The first aspect arises from the ASSC’s acceptance of 
the time-honoured accountancy practice of giving priority 
to techniques for producing figures without seriously 
examining the objectives which the figures are supposed to 
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Figure 2 Average market yield on 20-year debenture and loan stocks, with percentage interest 
and ‘real’ interest costs for quoted companies (manufacturing and distribution) 1950-72. 
[Monetary gains consistent with EDD if half-yearly general price level changes assumed equal 


to half the annual rate of change.] 


Sources. Annual Abstract of Statistics: Financial Statistics: ASSC ED8, Economic Trends 


serve. (Well down on‘the ASSC’s future programme appears 
‘Fundamental objects and principles of periodic financial 
statements’.) In the absence of any clear indication in ED8, 
it may well be that ‘distributable’ profit is intended to be 
measured, as Gynther and Kirkman assumed. This 
might imply a conventional realization criterion for the 
recognition of profit, in which case the monetary gain 
would seem not to be transferable to profit until an external 
transaction occurred, e.g., the debt was redeemed. 

Alternatively, it could imply the even more conservative 
view that a gain should not be transferred to profit until 
distribution could be made without impairing the 
financial stability of the company, which is Gynther’s 
viewpoint. But it is noteworthy that, in contrast to the 
earlier Inflation and Accounts discussion paper (The 
Accountant, September 2nd, 1971) which implied distri- 
butability by identifying ‘undistributed profit’ in the balance 
sheet, ED8 avoids the issue by showing only a global figure 
for “Total equity interest’. 

The concept of ‘distributable’ profit has a long and 
ignominious history, evidenced particularly by the case law 
on dividends. The wisdom of seeking to define a profit which 
would indicate success in the use of resources during a past 
period and measure how much can be distributed without 
detriment to the future financial stability of the company 
is doubtful; but certainly in a supplementary statement 
of the kind proposed by the ASSC there is no need to be 
bound by such traditions. A much better candidate for the 
single purpose of appraising the company’s performance is 
a concept of profit as the estimated increment in the 
ownership’s equity in identifiable current-valued resources, 
with adjustment to constant money terms for the purpose 
of comparability. 
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With such a profit concept, a monetary 
gain is a legitimate element of profit — but 
so are other gains arising from changes in 
the relative price of resources, which are 
ignored in accounts adjusted merely for the 
general price level. 

This leads to a second, but more widely 
publicized, shortcoming of ED8 — that 
specific price changes are ignored. Changes 
in the unit of measurement would be 
recognized, but changes in the objects being 
measured (the resources of the firm) would 
/ not. The ASSC does, however, exhibit a 
\/ creeping awareness of the limitations of its 
proposals. ED8 avoids repeating the widely 
held misconception, which appeared in the 
Inflation and Accounts discussion paper, 
that the only reason for using replacement 
cost would be ‘to set aside from profits 
‘sufficient funds to replace .. . assets’. Re- 
placement cost accounting cannot achieve 
such an aim, but it does estimate current 
costs of consuming resources and provides 
some common basis for comparing ac- 
counting results. 

There is also a new specific statement 
in ED8 of the assumption that changes in 
prices of non-monetary assets ‘will tend to 
compensate for any changes in the purchasing 

power of the pound’, and this questionable assumption 
is to be tested by comparing adjusted historical cost with 
net realizable value (current assets) or with ‘value to the 
business’ (fixed assets). The latter term implies a reference 
to current cost for most replaceable assets. 


Financing gain 


Monetary gain 


Conclusions 


The monetary gain problem in ED8 arises from the 
inconsistency of recognizing gains on monetary assets and 
liabilities while ignoring specific price changes for other 
assets (except in a downward direction). With consistent 
treatment, the difficulty would disappear. 

One of the specific gaps in ED8 mentioned by Kirkman, 
concerning convertible loan stock, could be accom- 
modated by the recognition of market value changes. If the 
market price of the loan stock rises above the issue value 
this effectively represents a holding loss to the existing 
equity shareholders, and it could be recorded as such. 
Similar holding gains or losses could be recognized on 
other liabilities, which for practical purposes would seem 
to include preference shares. The mechanics of such 
procedures are dealt with by Edwards and Bell. 

Such treatment of all holding gains would be un- 
ambiguously directed to the appraisal of the company’s 
resources for the benefit of equity shareholders; moreover, 
those who wished to exclude certain items from their 
assessment would be free to do so. It would provide 
information which external users are not able to estimate 
for themselves, whereas major elements of the price level 
effects alone can be estimated by outsiders; thus, if a choice 
has to be made between disclosing the effects of either 
specific or general price changes, the former merits 


priority. 
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Finally, there is no validity in Gynther’s suggestion that, 
because share prices already reflect monetary gains which 
ordinary shareholders make at the expense of long-term 
lenders, the inclusion of the monetary gain in a company’s 
profit would involve double counting. The logical extension 
of that argument would exclude from the profit calculation 
all undistributed elements which accrue to the ordinary 
shareholders —i.e., ‘profit? would equal dividends (to 
which might be added interest since the firm is not viewed 
from a proprietorship viewpoint — though Gynther treats 
it as an expense). 
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The important distinction is that accounting profit is 
concerned with past profit whereas share prices reflect 
expectations of the future, and monetary gains on both 
long- and short-term liabilities in a particular period 
depend on the past-general price level change of that period. 
If shareholders have already incorporated monetary gains 
into their expectations this has no bearing on whether 
such gains should be regarded as ‘undistributable’, but it 
would support the argument advanced above that adjust- 
ments for general price level changes alone provide little 
new information to investors. 








Dishonoured Cheque: Directors’ Liability 


ECTION 108 (1) (c) of the Companies Act 1948 requires 

every company to ‘have its name mentioned in legible 
characters’ on a variety of documents, including cheques 
purporting to be signed by or on behalf of the company. 
Further, by section 108 (4) (b), any officer of the company who 
signs or authorises any cheque in which the company’s name 
is not mentioned becomes personally liable to the holder thereof 
‘unless it is duly paid by the company’. 

Three directors of a company trading as ‘L & R Agencies 
Ltd’ purported to sign on behalf of the company a cheque 
which omitted the connecting ampersand from its name. The 
cheque was dishonoured, and the holder sued the directors 
personally, relying on section 108. 

MacKenna, J, in the Queen’s Bench Division, upheld the 
holder’s claim. It would not be consistent with authority, he said, 
to hold that a description that wholly omitted the ampersand 
was sufficient. ‘L R Agencies’ was not the same thing in sense 
as ‘L & R Agencies’, and the omission of a word seemed a 
worse defect than its transposition or abbreviation. 


Hendon v. Adelman and others (The Times, June 16th). 


Safety of Office Premises 


HE House of Lords has reversed the decision of the Court 

of Appeal in Westwood and Another v. Post Office (The 
Accountant, February ist), holding that the question of whether 
an employee might be a trespasser in some part of the premises 
had little or no relevance to liability under the Offices, Shops 
and Railway Premises Act 1963. 

In this case, an employee had been fatally injured by a fall 
through a defective trapdoor in the lift motor room ~ a part of 
the building which was forbidden to unauthorized persons. 
The Act, however, contained no provision limiting its pro- 
tection to those injured in the course of their employment, 
and it was sufficient that the deceased had been employed at 
premises covered by the Act. The fact that a man was a tres- 


passer had no bearing on what he might or might not reasonably 
foresee, and the notice on the door of the motor room had said 
nothing about danger; any fault on the deceased’s part had been 
one of disobedience and not of negligence. 

Westwood and Another v. Post Office ([1973] 3 All ER 184). 


Partnership: Partner as Landlord 


N underlease of premises occupied by a partnership was held 

in the name of an individual partner. The rent fell into 
arrears and, on appointment of a receiver by the Court, the 
question arose as to whether the partner was entitled to pos- 
session of the premises as landlord or, if not, whether the re- 
ceiver should pay him the rent due. 

In the High Court, Brightman, J, ruled that the partner 
could, with leave of the Court, enforce his legal right to enter 
into possession of the premises on the ground of non-payment 
of rent; and that, if leave was refused, then the receiver should 
pay him the rent due. The partner’s fiduciary obligations as a 
member of the partnership raised no equity so as to prevent 
him from exercising the right which he would have had as a 
stranger to the partnership. 


Bremner v. Rose ({1973] 1 WLR 443). 


Employment Terminated by Imprisonment 


A employee with 25 years’ service was sentenced to 12 
months’ imprisonment on a charge of unlawful wounding. 
On his release, he approached his former employers, who refused 
either to reinstate him or to offer him alternative employment. 

The National Industrial Relations Court held that the sen- 
tence of imprisonment was a breach of the contract of employ- 
ment, of so serious a nature as to be tantamount to the unilateral 
repudiation of his contract by the employee. He had not been 
‘dismissed’ by his employers within the meaning of section 
23 (1) of the Industrial Relations Act 1971, nor was it a case of 
redundancy. 


Hare v. Murphy Bros Lid ([1973] ICR 331). 


Redundancy Payment: Continuity 
of Employment 


Cae ae of employment for the purpose of estab- 
lishing entitlement to a redundancy payment is not broken 
by the appointment of a receiver, the National Industrial 
Relations Court has decided. 

Employees of B&M Ltd were warned that the company’s 
business would close at the end of March 1972, and that this 
would make them redundant. On March 27th, a receiver for 
debenture-holders was appointed, and the employees were 
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“Ican assure you, | 
gentlemen, that this 
company is insured 
against all 
conceivable risks? 
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Company Secretaries, Company Chairmen and 
Company Financial Directors — all busy men— 
are not as a rule trained in Company insurance. 

Where they see a risk-free situation, the CIB 
broker —who is so trained—may well see a 
minefield of potential disasters. 

Part of the broker’s function is to under- 
stand risk management. This does not simply 
mean insuring against everything; it means 
surveying the Company’s operations, spotting 
areas of risk, and seeing the best way to avert 
them. l 

Those that cannot be averted must be 
' insured against, And this the CIB broker is 
well-equipped to do, having an intimate know- 
ledge of Lloyds, and of the policies offered by 
British Insurance Companies, as well as a deep 
fund of experience to draw on. 

When claims arise, he will help you with 
them; he will keep you in touch with any 
changes in the insurance market and advise 
you on any appropriate changes in your policies; 
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and he will arrange international insurance if 
you need it. 

It would be true to say that until a CIB 
broker has studied your insurance needs, you 
cannot be certain that you are fully protected 
against all risks—however inconceivable they 
may appear. 

Send to us for a list of CIB brokers in your 
area. They will all have met the high professional 
and financial standards of the CIB, and they 
will all be able to ensure that you are spending 
no more and no less than you should be on 
insurance. 

Just drop a line to the address below. 


CIB 


The Corporation of Insurance Brokers, 
15 St. Helen’s Place, London EC 3A 6DS, 
01-588 4387. 
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Mët HANDBOOKS SIMPLIFY YOUR STUDIES 


M & E HANDBOOKS are pocket-sized paperbacks designed specifically for students. 
They present the basic facts of a particular subject in a compressed yet comprehen- 
sive form, leaving the reader free to concentrate on the essentials. HANDBOOKS 
cover a wide range of subjects — accounting, auditing, banking, commerce, insur- 
ance, law, taxation, to name. but a few — simplifying the studies of thousands of 
students. / 


BASIC J. O. Magee, F.C.A. 95p 


ACCOUNTING A valuable companion to the authors Basie Book-keeping, this new 
HANDBOOK offers students a practical introduction to the essentially 
logical nature of accounting. It discusses topics such as bank reconciliations, 
bills of exchange, control/manufacturing accounts, and incomplete records 
and includes a selection of model questions with some fully worked answers. 


AUDITING Leslie R. Howard, F.C.A. 85p 

third edition Meeting the requirements of both the intermediate and final accountancy 
examinations in auditing, this HANDBOOK presents a comprehensive cover- 
age of the subject that will benefit both the beginner and the more advanced 
student. Recent developments in data processing techniques are taken into 
account and a wide range of subjects covered including internal control, 
mechanised accounting, balance sheets, assets, stocks, profits, specialised 
audits and investigations. 


COMPANY Mary Oliver, M.A. 95p 
LAW , For students with no previous legal training, this HANDBOOK presents 
a simple yet comprehensive guide to company law. H covers a variety of 


fourth edition subjects such as the formation of a company, raising finance, investigations 
and inspection, the legal position of a director, meetings and liquidations. 
Recent judicial decisions are incorporated as well as the relevant provisions 
of the European Communities Act, 1972. 


INCOME TAX H. Toch, B.Com. | 85p 
sixth edition Incorporating changes resulting from the Finance Act, 1973, this D ene 


presents the basic principles of income-tax law and practice in a succinct 
and easily digestible form. It illustrates each principle with practical examples 

` and deals with subjects such as personal reliefs, taxable profit, capital 
allowances, tax, losses, corporation and capital gains tax. 


Use the coupon below to order copies of the above books and a free M 4 E 
HANDBOOK Catalogue. 


To: EDUCATIONAL BOOK PROMOTIONS, P.O. Box 140, London WC1N 2EY 


Please send me: ; 

Auditing 85p ` 1) Company Law 95p (] 

Basic Accounting 95p D Income Tax 85p DO 
M & E HANDBOOK Catalogue O 


l enclose remittance of £ 


Name & address 
TA.10.73 
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told that the business would continue. A liquidator was ap- 
pointed on March 30th. 

When the employees reported for work on April sth — the 
Easter week-end having intervened — they continued to work 
at the same duties and for the same rates of pay until July 14th, 
when they were told that they were now employed by D Ltd. 
D ceased business in March 1973, at which point the employees 
claimed redundancy payments based on their combined service 
with B&M and with D. D contended, however, that employ- 
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ment in March 1972 had been by the receiver personally, and 
that the period from then until March 1973 was too short to 
qualify for a redundancy payment. 

The NIRC decided that the receiver had not employed them 
in his personal capacity, but as receiver of B&M, who had 
continued to be their employers. Service with B&M could 
therefore be aggregated with that with D Ltd so as to qualify 
for payment. 

Deaway Trading Ltd v. Calverley and others (123 NLJ 724). 


The Position of Insurance Brokers 


by OUR INSURANCE CORRESPONDENT 


Entry to the profession of insurance broking requires no specific qualifications 
or resources, and the experience of recent years suggests the existence 

of a wide margin between the standards of the best and of the worst. This 
article outlines some of the problems that may beset brokers in meeting 

their responsibilities to both insurers and policyholders, and outlines a 
situation in which it may prove advantageous to look closely at a broker's 


N insurance broker must be one of the very few profes- 

sional men who does not have to be paid directly by 
his client. As is well known, insurance brokers are not tied 
to any one insurance company; they have agencies with 
many companies, and are paid commission on the business 
which they introduce. 

Insurance business at Lloyd’s can be placed only 
through the intermediary of a firm of brokers authorized 
by the Committee of Lloyd’s, although a non-Lloyd’s 
broker can pass business through a Lloyd’s broker. Where 
business is passed in this way, generally the brokerage 
allowed by underwriters is divided by the two firms of 
brokers. 

Although there have been serious doubts in the past about 
the legal status of insurance brokers so far as agency is 
concerned (e.g., Anglo-African Merchants v. Bayley [1969] 
2 All ER 421; The Accountant, July 12th, 1969), generally 
the procedure has been for an insurance broker to be looked 
upon as the agent of his client when arranging the insurance, 
and as the agent of the insurers so far as the collection of 
premium is concerned. 


Sound advice 


In this way, it is quite clear that, although the client does 
not directly pay the insurance broker, the latter has a duty 
to his client to give sound advice and to make the best 
arrangements which are possible in the circumstances. 
Despite the fact that a broker’s remuneration is dependent 
on the amount of premium paid, it is his duty to find the 
lowest premium commensurate with adequate cover and 
security for his client. Also, a broker should put his client’s 
interests first, despite the fact that some insurers may pay a 
higher rate of commission than others. In the case of 


recommendations. 


Osman v. J. Ralph Moss Ltd (120 NLJ 177; The Accountant, 
March 12th, 1970), a broker who had negligently recom- 
mended an unsound company was subsequently held liable 
for the client’s uninsured losses. 

A practical difficulty for anyone wishing to place insur- 
ance through a broker is the fact that no qualifications are 
required to become a broker. Anybody can call himself a 
broker, and insurance companies have not been particularly 
selective about those whom they have appointed agents in 
this way. As a result, there is a very wide variation in 
standards adopted by brokers throughout the country. 

There are, however, three different organizations of 
brokers (Lloyd’s Insurance Brokers’ Association, the 
Corporation of Insurance Brokers, and the Association of 
Insurance Brokers) which are recognized by the industry 
as a whole. These organizations impose certain standards 
of discipline and conduct on their members and, in the past, 
members have been expelled from membership due to 
failure to comply. Although, therefore, these bodies do not 
provide any guarantee, they do try to be careful about the 
firms in membership. They also insist on professional 
indemnity insurance being maintained by member firms. 

The insurance broking world is significantly affected by 
the principle of ‘horses for courses’. The large firms of 
brokers have considerable expertise in the placing of very 
large risks, often of an international nature. On the other 
hand, because of their high overheads, often it is not 
economic for them to handle relatively small personal 
insurances in the traditional way. On the other hand, 
smaller firms of brokers in the provinces, which do not 
have the same overheads to meet, can often give a very 
satisfactory service to clients with relatively small premium 
business, although, clearly, such brokers would not be in a 
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position to handle large risks without assistance from else- 
where. In many cases, of course, very large risks have to be 
placed through Lloyd’s brokers. 


Small insurances 


A number of the larger brokers have been looking at their 
small personal insurances very carefully in recent years. 
Generally, they are prepared to continue to handle this 
business for important connections. Where, however, 
there is no other business from the same source, special 
considerations apply. For instance, some brokers have 
imposed a relatively high handling charge — hoping, no 
doubt, that their clients would decide to place their in- 
surances through the intermediary of another broker. 
Some brokers have been able to set up country departments, 
and have been able to handle this kind of insurance in more 
or less the same way as in the past, subject to certain 
restrictions and limitations. 

On the other hand, some brokers have seen this as an 
opportunity to do a deal with an insurance company in 
some way or another, and thus have tried to move the 
whole of their small business portfolio to a single insurer. 


In some cases, the business has then been handled direct- 


by the insurance company. 

Another problem facing insurance brokers has been the 
extent to which they should make use of comparatively new 
and untried companies in placing the business of their 
clients. After all, the companies which have gone into 
liquidation in recent years received virtually all their 
business from brokers. In some cases, premium rates were 
competitive — but often one of the chief attractions for 
brokers in placing business with those companies was the 
relatively high rate of commission paid to them. 

Insurance brokers could work on the basis of not placing 
business with an insurance company until it had become 
well-established; this, however, poses the problem as to 
how an insurance company can become well-established if 
it receives little or no support from insurance brokers. Most 
people, both within the industry and outside, would agree 
that there should not be too many barriers to prevent a 
well-managed new company from growing in size. After all, 
newcomers in the insurance business often provide some 
extra competition for the larger companies which, to some 
extent, may have settled into a rut. Newer companies, 
naturally, have to try harder, and this must be to the benefit 
of the whole insurance industry in the long run — provided 
such companies stay in business and can meet their commit- 
ments. 

Clearly, therefore, brokers have no easy course to steer. 
They have important responsibilities, since their clients 
depend on them to a great extent. As with other profes- 
sional advisers, seldom is advice likely to be queried — 
simply because the average client will not have sufficient 
knowledge. 

Sometimes it is suggested that part of the principal func- 
tion of a broker is to recommend an insurer to the client — 
who is then free to accept or refuse as he wishes. Whilst 
this may be true in theory, the broker must remember to 
put himself in the shoes of the client when making such a 
recommendation, since the client is unlikely to be suffi- 
ciently familiar with insurance to know if there are doubts 
of any kind about the company recommended. 
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Whilst brokers have their difficulties in this area, they do 
not always seem to overcome them satisfactorily. This calls 
to mind a specific example, which might not have been 
spotted if the client himself had been less observant. 

In this case, a ‘comprehensive’ policy on the buildings of 
a private house was being handled by a firm of provincial 
brokers — a member of a large and well-known broking 
organization at Lloyd’s — and for years the insurance had 
been arranged with Lloyd’s underwriters. A little more 
than a week before the expiry date of the policy, a letter - 
was received from the brokers saying that ‘due to adminis- 
trative difficulties’ it would not be possible to arrange 
for the policy to be renewed at Lloyd’s. The brokers sug- 
gested that a new policy should be effected with an alter- 
native insurer, and added that a scheme had been negotiated 
with a particular insurance company giving ‘excellent cover 
together with economical rates of premium’. 

It was recommended that a policy should be arranged 
with this company. In fact, the premium required for this 
insurance was higher than that charged by Lloyd’s under- 
writers; secondly, this particular company was a relatively 
small subsidiary of another insurer registered overseas. 

The householder appreciated this position, and also 
remembered that insurance had to be maintained with an 
insurer approved by the mortgagee of the property. This 
latter point appeared to have been overlooked by the 
brokers, although they had been responsible for the 
insurances in connection with the mortgage from the out- 
set. Understandably, the mortgagee expressed a prefer- 
ence for insurance to be arranged with a wholly British 
company and said that unless the brokers were prepared 
to continue the existing Lloyd’s insurance, the risk 
should be placed with a large and well-known British 


group. 


Lower premium ; 


After considerable correspondence; including an ap- 
proach to the Committee of Lloyd’s, the brokers were 
asked to make arrangements for the comprehensive 
insurance to continue to be placed at Lloyd’s. In the 
process, they moved the business round the ccuntry from 
one company of theirs to another, but in the end the client 
had the same insurance as he had enjoyed at the outset, 
with first-class security and at a premium lower than that 
which had been ‘recommended’ to him. 

Understandably enough — though neither the Corpora- 
tion of Insurance Brokers nor the Chartered Insurance 
Institute was prepared to admit that the brokers’ conduct 
of this case fell short of acceptable professional standards — 
the client felt that he had not been presented with a valid 
choice, and that the eventual conclusion of satisfactory 
cover owed more to his own persistence than to any action 
on the brokers’ part. A broker should always have his 
client’s interests at heart, but this does not always work out 
in practice. 

In view of the problems with which certain brokers are 
faced at the moment, it could very well be sensible to take 
a close look at ‘recommendations’ in connection with pro- 
posed changes, in order to see exactly who is likely to gain 
most benefit from them. Sometimes, there have ‘to be 
compromises of one kind or another, and these may very 
well benefit the broker more than the client. 
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Corporate Taxation in Japan 


by H. W. T. PEPPER 
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For those who believe that economic growth and industrial development can 
be influenced by fiscal and taxation policies, the study of Japanese taxation — 
in view of that country’s ‘economic miracle’ since the destruction wrought by 

World War II — would appear to be virtually obligatory. 


; As far as corporation tax goes, the major points are the rather moderate rates, 
the variety of ‘special’ reliefs, the stability of the corporate tax system (which 

has not changed in essence since the post-war reforms of 1951-53) and the 

use of an ‘imputation’ system whereby a shareholder receives a credit for the 

corporate tax on the income out of which his dividends were paid. 


F the various desiderata for a tax system, stability — 

which quality would fall within Adam Smith’s wider 
canon of certainty — is one of the more important. Almost 
any tax system can be lived with if the taxpayer is reason- 
ably sure that radical change in incidence is unlikely for the 
immediate and near future and that such changes as are 
made are likely to be remedial of fiscal drag and anomalies 
or to extend incentives and concessions and, if anything, 
moderately reduce tax rates. 

Such indeed has been, broadly speaking, the state of the 
Japanese corporate tax regime over the past two decades. 
It may be that the stability of the Japanese tax system ac- 
counts fer a good deal of the apparently smooth economic 
progress and willingness to make very long-term plans, 
e.g., for the import of mineral ores, which have highlighted 
the Japenese scene in Western eyes for some years 
past. 

It is true that a Ge of post-war taxreformshastaken 
place in Japan, notably the ‘Second Tax Reform’ as 
recently as 1971, and a further reform in 1972, but they 
have not altered materially the structure of corporation 
tax as laid down under the 1950 reconstruction following 
the visit of the Shoup Commission. Broadly speaking, the 
various ‘reforms’ since 1950 have reduced tax rates or 
introduced new reliefs or incentives; and, although a few of 
the new reliefs have subsequently been abolished, sufficient 
remain to provide a wide spectrum of corporate reliefs. 

The ‘reasonableness’ of the rates of national income tax 
on corporations is, however, somewhat modified by the 
existence of local income taxes (especially the enterprise 
tax) which add to the corporate burden. On the other hand, 
Japan has a few additional reliefs which are not always 
encountered in Western tax systems. The term ‘corpora- 
tion’ in this article is used to cover joint-stock companies 
and all other forms of corporate enterprise (see table 
in next column). 

Corporation tax in Japan may be said to be socially 
oriented in some limited ways; for example, lower tax rates 








The writer acknowledges with gratitude the help given by Mr Torao 
Aoki, Director, International Tax Affairs Division, Ministry of Finance, 
Japan, and Mr Hideyasu Iwasaki, Secretary-General of the Japan Tax 
Associaticn, in preparing this article. 


are charged upon corporations with small incomes and 
capital. Such ‘graduation’ (see table on page 470) is usually 
interpreted as betokening a government’s desire not to 
discourage adoption of the corporate form by small enter- 
prises, when it may be easier for them to mobilize risk and 
investment capital. The lower tax rate on distributed profits 
(26 per cent as against 35 per cent) is intended positively 
to encourage distributions to shareholders. 

The theory is, of course, that reasonably full distributions 
attract investors (especially the small man) to the stock- 
market. If a company distributes fully, it will have to raise 
fresh equity capital by new or ‘rights’ issues, which involves 
it in making a much fuller statement of its position and 
submitting itself to the judgment of the stock-market. 
This is in. contrast to the company which ploughs back 
most of its profits and invests its reserves without having 
to put its plans under a spotlight. It is clear that a regime of 
high distributions and regular rights issues is potentially 
healthier for the stock-market but it is not so clear that 
companies can be influenced in their way of life by tax 
differentials. 

Another social feature is that special depreciation is 
granted for plant used in the provision of commuter rail 
services to relieve urban road congestion, for the provision 
of new housing for rent, for fire-proofed new commercial 
buildings, and to promote development in Okinawa and 
undeveloped areas elsewhere in the country. Japan, in 
common with many other countries, has also provided 


Types of corporate bodies permissible in Japan 
Type of Body Membership 

Joint stock company At least seven. 
(Kabushiki-kaisha) 
Joint stock private (or 

‘limited’) company 

(Yugen-kaisha) 
Family corporation 


Not more than 50. 


More than 50 per cent of capi- 
tal to be owned by not more 
than three shareholders, to- 
gether with their relatives or 
affiliates. 

Public interest corporations 

Co-operative societies 
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special depreciation for anti-pollution plant and equipment. 

A non-resident individual or corporation is taxable at 
20 per cent on income from Japan; but where the non- 
resident is carrying on business there, he (or it) must pay 
tax on the same footing as a resident on the income derived 
from the business. A corporation resident in Japan is 
liable to Japanese corporation tax. 

A foreign corporation is regarded as carrying on business 
in Japan if it has a ‘permanent establishment’ there, i.e., 
if it has a branch, office, factory, mine, quarry, or other 
fixed place of business in Japan. A foreign corporation 
which carries on a construction, installation or assembly 
project in Japan for more than one year, or supervises or 
superintends such an operation, is also regarded as carrying 
on business in Japan. Moreover, where a foreign corpora- 
tion has an agent in Japan who has, and habitually exercises, 
authority to conclude contracts in Japan on behalf of his 
principal, the corporation is itself regarded as doing 
business in that country. 


Split-level corporate taxation 


The Japanese income tax system taxes undistributed cor- 
porate income more heavily than distributed income. In 
this respect the Japanese system is something like that in 
West Germany, except that the difference between the 
rates is smaller. In general the object, as in Germany, is to 
encourage distributions of dividends to shareholders. 

In the case of ‘family’ (close) corporations, the tax 
penalty for inadequate distribution is even heavier, but the 
additional tax only applies above certain levels. 

The national tax rates applicable (as distinct from 
prefectural and municipal taxes, which are considered later), 
are as follows: 


Companies Undistributed Distributed 


(other than family corporations) profits profits 
Per cent Per cent 

(a) Where income does not exceed 

Y3 million and capital does 

not exceed Yroo million .. 28 22 
(b) Other companies : 36-751 26 
(c) Public interest corporations . 23 19 

Co-operatives Ss 23 19 


Family corporations are table as above, plus an extra 
charge on excess undistributed profits. The permitted level 
of retained profits is the largest of: 

(a) 35 per cent of the income of the business year; 

(b) Y5 million; 

(c) the amount required to bring cumulative retained income 

up to a ceiling of 25 per cent of the paid-in capital. 

The excess is taxed thus: 

First Y30 million — ro per cent 

Next Y70 million ~ 15 per cent 

Remainder — 20 per cent 
(Y680 approximately = £1). 


Capital gains 
Corporations 
As far as corporations are concerned, capital gains are 


included in taxable income for corporation tax purposes 
regardless of whether they are short-term or long-term 


1 Being 35 per cent plus a 5 per cent temporary surcharge which is due 
to end after 1974. 
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gains. As from 1973, capital gains from the disposal of 
land are subject to ordinary corporation tax at 36°75 per 
cent (35 per cent+-5 per cent temporary surcharge), and in 
addition to a new tax of 20 per cent introduced for the 
purpose of discouraging speculation in land. There are, 
however, various ameliorations of the charge in respect: of 
capital gains in certain circumstances. 


Special relief for expropriated property 


Special relief is granted to corporations where disposal is 
involuntary, e.g., where land has been expropriated for 
public or governmental use. The corporation may opt, 
where it acquires a new asset within one year to replace the 
old, to bring in the new asset at the cost of the old with no 
taxable gain being charged on the enforced disposal of the 
old asset meantime. The alternative option is to be taxed on 
the profit from disposal with a deduction of Y2o million. 

If replacement has not been effected within a year of the 
expropriation the proceeds must be shown in a separate 
account and dealt with in the subsequent period when the 
purchase of the new asset takes place. 


Other special reliefs 


Where land is sold to the Japan Public Housing Corpora- 
tion, or to the national or a local government under the laws 
relating to land, a deduction of Yro million may be made 
in computing the taxable gain. 

Where the corporation sells land to persons who carry 
on the business of developing land for housing, a deduction 
of Ve million is made. 


Individuals 


Capital gains by individuals are divided: into long-term 
(over five years between acquisition and disposal) and 
short-term, and also into those derived from land and 
buildings and those from ‘movable assets’ (all assets other 
than and buildings, except those held for sale in the 
ordinary course of business). 

A standard deduction of Y400,000 (or the amount of 
the gain, if smaller) is granted for both short- and long-term 
gains on movable assets, and for short-term gains on Jand 
and buildings. Where there are both short- and long-term 
gains, the Y400,000 deduction is given once only, and 
primarily against the short-term gains. 


Roll-over relief 


Roll-over relief is highly developed in Japan, and capital 
gains tax liability is deferred where old fixed assets are re- 
placed by new ones ot the same type used for the same 
purpose. Where assets are sold in one business year and new 
assets not purchased until the following year (so long as 
they are put into business use within a year of acquisition), 
roll-over relief is still applied provided the new assets are 
of types such as the following: 


(a) in the case of land and buildings disposed of in the areas 
of Tokyo, Osaka and Nagoya where the new assets 
(including land) are acquired outside those areas; 

(b) replacement of facilities causing air, water, or noise pol- 
lution in controlled areas by fixed assets in non-controlled 
areas; 

(e) replacing land acquired before 1969 and disposed of after 
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more than five years, by new depreciable business assets; 
or 

(d) acquisition of new fixed assets either with insurance 
moneys for loss of or compensation for expropriation of 
the old assets. 


eductible reserve provisions 


Sums put to various types of permitted reserve are 
deductible in computing corporate income for tax purposes. 
The profusion of such reserves suggests that the adminis- 
tration is attentive to the pleas of various sectors of industry 
when introducing its legislative amendments. 

A generous policy in admitting reserves for tax purposes 
is beneficial to the cash flow position of corporations, in 
enabling tax liability to be deferred. 

Exports are encouraged by the Overseas Market Develop- 
ment Reserve which may be created out of deductions based 
on provisions varying from or per cent to 2:3 per cent of 
the export value of goods purchased from others and ex- 
ported overseas. The reserve is reclaimed by a ‘clawback’ of 
one-fifth in each of the five years following that in which the 
deduction is given. Overseas investment is encouraged by 
permitting a loss reserve to be made of one-tenth of the 
cost of acquiring newly issued shares of certain types of 
overseas corporations, provided certain conditions are 
satisfied. Even more generous treatment is given for invest- 
ments in Okinawa companies trading in the Okinawa Free 
Trade Zone. 

The search for natural resources is stimulated by a per- 
mitted maximum annual provision of 15 per cent of the 
proceeds of the sale of mineral products by way of a mine 
prospecting reserve, and 30 per cent of the cost of acquiring 
stock in a minerals exploration company is deductible. The 
latter reserve may be held for five years and 1/5th of the sum 
is then restored to taxable profits annually in years 6~10. 


Contingent expenditure 


A corporation may reserve up to 50 per cent of the cumu- 
lative total of its liability to pay retirement allowances to 
existing employees (assuming they all retired at the end of 
the business year). Reserves are also permissible for future 
bonuses to staff who received such bonuses in the past. 

A corporation which sells computers to firms which lease 
them out subject to a repurchase guarantee by the corpora- 
tion, may claim sums put to repurchase loss reserve, up to a 
maximum of 20 per cent of gross revenue; a hydro-electric 
concern may claim a drought reserve if its water supplies 
are threatened by drought. An electric generating company 
may charge up to 25 per cent of the cost of constructing an 
atomic power plant. The clawback provision is that froh 
of the reserve should be restored in each of the ten years 
after the first year of business use of the plant. 

Another ‘sectional’ reserve is that permitted for returned 
unsold goods to publishers, and to suppliers of medical 
goods; and a further one is the reserve permitted to 
construction companies and certain manufacturing com- 
panies which have a continuing liability to repair defects 
in their work or products after delivery. 

A more general reserve is that permitted to cover price 
fluctuations in inventories or securities up to a maximum 
of 4 per cent for inventories (stock-in-trade) or securities in 
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general, and 6 per cent for designated commodities which 
are exposed to extreme price fluctuation. 

A further example of a deductible reserve provision is 
that relating to the control of pollution. In this case the 
deduction is based on a percentage of income, and applies 
to a corporation with fluctuating income which may find it 
onerous to cope with expenditure on avoiding pollution. 


Reliefs and deductions 


Japan provides for certain deductions to be made in com- 
puting corporate taxable income which are additional to the 
usual deductions permissible in Britain. Depreciation 
deductions are dealt with separately, as are deductions for 
reserves of various kinds which enable tax to be deferred. 

Trading losses may be carried forward five years or back 
one year, and prefectural enterprise tax (but not inhabitant 
taxes) is deductible in computing taxable income. 

A deduction for ‘casualty loss’ may be due when the fixed 
assets and trading stock (‘inventory’) of a corporation are 
damaged by earthquake, storm, flood or fire and any un- 
relieved portion may be carried forward for five years. 
A casualty loss deduction is also allowed to corporations 
not rendering ‘blue’ returns. 

Various types of expenditure incurred in setting up a 
business may be claimed as a déduction; details are given 
under the heading of amortization and depreciation. 

Bad debts provisions for specific debts are dealt with in 
an orthodox manner, but a corporation may also deduct 
fixed percentages by way of general reserve against the 
general debts outstanding at the end of the business year. 

A wide choice is available of methods of valuing stock-in- 
trade. Apart from the usual ‘cost or market value whichever 
is lower’, a corporation may adopt FIFO, LIFO, moving 
average cost, or several other variations, including any 
special method approved by the tax administration. 

For the period 1968 to 1974 inclusive, a corporation 
which spends more on experiment and research than in any 
previous year from 1966 onward, may claim a credit of 
25 per cent of the increase, subject to a ceiling of 10 per cent 
of the income tax payable before granting the credit. 


Patents and know-how 


One of the many tax benefits favouring exports is the 
deduction made in computing income from overseas 
technical services transactions. A deduction of 70 per cent 
of the proceeds is made in the case of fees for providing 
overseas clients with technical knowledge in the form of 
patents, know-how, etc., which the corporation itself has 
acquired. Thirty per cent is deducted from the proceeds 
from overseas alienating copyrights, including film copy- 
rights, and 20 per cent where other services, such as 
research, surveys, planning, construction of buildings, 
machinery, ships, aircraft, and rolling stock are provided. 
There is an overall limitation, however, in that the allow- 
ances quoted in each case must not reduce the net profit 
by more than 50 per cent. 

On the other hand, bonuses to directors are not deduct- 
ible for Japanese corporation tax purposes, but instead are 
regarded as distributions — although if the director is also 
an employee the part of the bonus relating to the employ- 
ment is deductible. 

There is a restriction on the deduction of entertainment 
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expenses, a statutory limit being set which is related to the 
capital and capital surplus of the corporation. 

Certain expenses of a Japanese corporation may be 
‘amortized’, i.e., deducted in the year of disbursement or 
in subsequent years at the taxpayer’s option. If the allow- 
ance is claimed in subsequent years it is granted on the 
straight-line method for the period over which the benefit 
from the expenditure accrues. 


Amortization and depreciation 


The relief is known as ‘amortization of deferred expenses’ 
although it is the relief rather than the expenditure which 
may be deferred. Expenditure qualifying for this relief 
includes a number of items which would not rank for relief 
in Britain, viz. the expense of opening a business or setting 
up a corporation, including the cost of issuing shares, 
debentures and bonds, the last of which may have been 
issued at a discount. Other qualifying items are interest 
paid to shareholders before a business becomes profitable; 
costs of developing new markets or new management 
systems; and cost of research. 

Ordinary depreciation on machinery, buildings and ves- 
sels, and such intangibles as patents, trade-marks, goodwill 
and mining rights may be calculated in various different 
ways. For example, the declining balance method (under 
which ro per cent of cost is regarded as the minimum final 
balance), the straight line method, or any other method 
which is officially approved, may be applied to tangible 
assets, though only the straight line method may be adopted 
for intangible assets. 

Where depreciable assets are subjected to greater than 
average use, the ordinary allowance is increased pro rata to 
the number of hours of increased usage. 

Special depreciation has a deliberate economic purpose, 
i.e. to encourage the type of economic activity favoured by the 
enhanced allowances. If there are signs of overheating in 
the economy, defined as when the official discount rate at the 
Bank of Japan exceeds 5-5 per cent per annum, the govern- 
ment may cancel the application of special depreciation. 


Examples of initial allowances 


Examples of the actual initial allowances for special 
depreciation are: 


(a) one-half of the acquisition cost of depreciable assets in 
the case of plant and equipment for prevention of air and 
sea pollution, for sewage disposal, smoke disposal, and 
prevention of noise; 


(b) one-third in the case of large plant and equipment for new, 


and sophisticated manufacturing techniques, water supply, 
safety, and test equipment, plant and equipment for use in 
underdeveloped areas, and steel ships; 

(c) one-fourth for plant used in key industries, for atomic 
plant and large computers; 

(d) one-fifth for buildings in under-developed areas; 

(e) one-tenth for retail shops operated jointly by groups of 
retailers; and 

(f) for the first five years, allowances equal to the ordinary 
depreciation for new fire-proof business buildings, and 
equal to twice or three times ordinary depreciation 
(varying according to type of construction and year of 
building) for new housing for rent. 


Japanese companies commonly prepare accounts on a six- 


monthly basis and are normally required to make an interim: 


October 11th, 1973 


tax return within two months after the accounting period. 
As the ‘self-assessment’ system applies, a payment of tax 
normally accompanies the tax return. The payment made 
after completion of the first six months of the business year 
is treated as a prepayment when the final payment is made 
after completion of the second six months’ accounts for the 
business year. Where, exceptionally, the company prepares 
annual accounts only, it is required to make an estimate of 
tax for the first half-year, at the same time as other com- 
panies which prepare accounts six-monthly. The cash flow 
position of a newly-established company is reiieved by the 
provision that no prepayment after the first six months is 
required during the company’s first trading year. 

Tax at the rate’ of 20 per cent is normally withheld from 
dividends paid by a Japanese corporation and a credit is 
allowed to the shareholder when computing his tax. Divi- 
dends paid by one domestic corporation to another are 
subject to withholding of income tax, but the tax thus 
withheld is credited against the corporate tax of the receiv- 
ing corporation. i 

In Japan, as in Italy, withholding extends beyond the 
more traditional subjects of interest, dividends, etc., to 
professional fees payable by corporations to their profes- 
sional advisers, e.g., lawyers, accountants, architects and 
business consultants. The rate of ro per cent is applied to 
gross payment, 20 per cent being charged on the excess 
over Y500,000 paid to any particular person. 


Local taxes 


The most important local tax in Japan, which applies to 
corporations, is the enterprise tax chargeable by the pre- 
fectures on the profits both of Japanese corporations and 
the branches or permanent establishments of foreign 
companies. The normal rate of tax is 12 per cent on ordinary 
and liquidation income, but reduced rates apply to the 
lower range of income of smaller corporations, defined as 
those with less than Yro million capital and with premises in 
fewer than three prefectural territories. The lower rates are: 


Per cent 
Income up to Y14 million p.a. oe i .. 6 
Income between Y¥1} million and Y3 million - 9 


Enterprise tax is computed on broadly similar lines to 
those for the national corporation tax but there are some 
differences, for example: 


(a) a domestic corporation may exclude the profits of its 
overseas permanent establishments from the computation 
of enterprise tax; 

(b) enterprise tax may itself be deducted in computing income 
chargeable to the tax, but corporation tax is not so deduct- 
ible. There is no provision for the carry-back of losses, no 
credit for foreign tax, and no deductions are permitted for 
overseas market development and overseas investment 
loss reserves. 


The charges vary in different localities, the ‘standard’ 
rates being 5-6 per cent for a prefecture and ot per cent 
for a municipality, totalling 14:7 per cent. The legal 
maximum (total) charge is 17-3 per cent (6-6 per cent for 
prefectures, 10-7 per cent for municipalities). 

A separate scale of charges applies to capital gains from 
land and buildings which varies according to the length of 
the period between acquisition and disposal and the actual 
date of disposal. 
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Phillips Discards Soft-shoe Shuffle 


HILLIPSPATENTS(HOLDINGS) 

used to be quite a famous concern 
called Phillips Rubber Soles; the shares 
were in the blue chip category. But 
rubber soles for shoes went into deep 
decline, and so did the company. A few 
years back the company was out of the 
dividend list, but by 1971—72 it had 
clawed its way back to a 5 per cent pay- 
ment. In July 1972, however, midway 
through the year of the accounts re- 
printed this week, Mr James Rowland- 
Jones and his associates gained control of 
some 37 per cent of the equity, and things 
began to move fast. 

Mr Rowland-Jones and Mr T. W. 
Haslam were appointed directors later in 
July, and on October rb, last year — as 
Mr Rowland-Jones brusquely reports in 
his statement with the accounts — ‘the 
previous chairman, Mr Geoffrey 
Hargrave, was ejected from office and 
Mr Peter Pettit, the Hon. Barry 
McFadzean and Mr Roy Bratby took 
the opportunity of resigning before a 
similar fate befell them.’ 

The new chairman, considers that 
shareholders are entitled to explanations, 
particularly concerning: 


(x) The pre-tax profit forecast of 
£150,000 made in a letter to share- 
holders dated October 4th, by 
Mr Hargrave just seven days 
before his removal from office; 

(2) The statement issued on December 
7th, by the company: “The new 
board of directors, assisted by the 
company’s auditors, have, after a 
careful and detailed study of the 
company’s financial position, de- 
cided that the profit forecast should 
be £50,000 for the year ending 
February 28th, 1973; and 

(3) The actual profit result turning out 

to be £56,195. 







3y Deer loss 
inquiry into the original profit fore- 
culminated in the auditors reporting 
the Baby Deer subsidiary making 
nts’ footwear and toys (at works as far 
rt as Clacton and Stranraer), instead 
reaching the anticipated £70,000 
obt, would in fact make a loss of 
„500. Of the loss of £16,066 shown in 


the accounts, £6,566 is attributable to 
terminal losses on the babywear factory 
at Clacton. Operations at Clacton were 
transferred to Stranraer, and Baby Deer 
acquired the trading assets of Clacton 
apart from the factory building. 

The moulded rubber and latex divisions 
of Phillips made profits of £72,261 so that, 
had the Hargrave/Bratby forecast of 
£70,000 for Baby Deer been met, group 
profits would have been 142,261. 
Mr Rowland-Jones, in a circular to 
shareholders last December, said: “The 
main reason for the disastrous turnabout 
in the Baby Deer profit figures was the 
disruption caused by moving a consistent 
profit-loser, the Kiddijoy division at 
Clacton (loss for the year ending Feb- 
ruary 1972 £29,500) into the successful 
Baby Deer factory.’ 

This, Mr Rowland-Jones now says, 
was done with the idea that the Baby 
Deer success would rub off on to the 
Kiddijoy division. Unfortunately, the 
reverse happened. : 


Mismanagement 


When the new board investigated the 
situation, it became clear that ‘due to 
mismanagement, these companies were 
not only losing money but those in 
charge were not even aware of the fact’ 
and were producing figures which, like 
the £150,000 profit forecast, bore no 
relation to reality. 

The Baby Deer company is, however, 
once again making a substantial contri- 
bution to group profits. This is stated 
to be ‘due to proper financial control from 
Manchester, and the promotion of man- 
agers already employed by Baby Deer, 
into positions of greater responsibility’. 
The empty Clacton factory has been 
sold during the current year for £51,000 — 
a figure £12,065 in excess of book value ~ 
and the continued yearly losses arising 
from this division have ended. 

Profits of the moulded rubber and 
latex divisions operating at Manchester, 
Bury and Dublin rose from £34,940 to 
£72,261 on a £137,420 increase in turn- 
over to £1,730,265. Current prospects 
depénd on the balance between rising 
costs and permitted price increases on 
one hand and increased efficiency on the 


other. During the year premises in 
Hackney, London were sold at a 1971 
professional value of £105,000, and the 
manufacturing plant of Balloon Kroto, 
makers of toy and advertising balloons, 
was acquired for £15,000. The plant and 
stock have been absorbed into the latex 
factory at Bury. 


Acquisitions 

Major acquisitions, however, have been 
of the share capital of Rowland-Jones 
(Holdings), of Kenilworth Components 
and Rabbetts and Company. Rowland- 
Jones (Holdings) and Rabbetts & Co own 
building land, and a five-year building 
programme has been set out to make use 
of it. Kenilworth Components offers 
an alternative in plastics to some of the 
Phillips products made in rubber. 

The various acquisitions were the 
subject of special circulars and the 
consent of shareholders at an extra- 
ordinary meeting. In October, at that 
meeting, Mr Rowland-Jones criticized 
the salary structure of the directors 
of Phillips. He considered the contracts 
did not bear sufficient relation to profits 
and did not supply necessary incentives. 

All directors’ contracts have now been 
altered, basic salaries reduced and the 
commission percentages increased. “The 
effect of this rearrangement’ the chair- 
man says, ‘is that unless profits exceed 
£100,000, directors will suffer a re- 
duction in income.’ It is considered a 
measure of the directors’ confidence in 
the future of the company that they have 
accepted this new salary structure. 

Mr Rowland-Jones points out that the 
Phillips group was not suffering through 
lack of effort on the shop floor; any 
failure, he says, ‘had come from the top 
of the company’. He makes no forecast 
of current year profits in his statement 
with the accounts, because half-year 
figures will be available before the annual 
meeting on October 4th. 


Interim report 

The Phillips Patents interim report 
reached shareholders the day before the 
annual meeting and showed the antici- 
pated turn for the better in the Baby 
Deer subsidiary, but a turn the other 
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way in the Phillips Patents business. 

Baby Deer profits were up from £1,838 
to £35,508, but Phillips Patents and 
Phillips Rubbers (Ireland) only contri- 
buted £18,634 against £38,793, so that 
profits of the original group were up only 


from £40,631 to £54,142. Kenilworth ` 


Components, however, supplied £21,586 
of new earnings. 

A small profit from the property 
development companies was excluded 
from the half-year figures, but £19,703 of 
extraordinary and non-recurring costs 
of acquiring Kenilworth and Rabbetts & 
Co are deducted to leave half-year net 
profits at £56,025. 

The chairman reports that in the 
Phillips Patents subsidiaries ‘steps have 
been taken and more will be taken to 
rectify this situation’, and that with the 
asset backing acquired and financial 
resources available ‘Phillips is now in a 
stronger position than it has been for the 
past decade’. 





Trident’s Cash 


RIDENT TELEVISION is the hold- 

ing company of Yorkshire Television 
and Tyne Tees Television and is an 
eminently successful organization. So 
successful, in fact, that it produces cash 
resources well ahead of its requirements. 
The group accounts at May 31st show 
short-term deposits of £4,260,671 and 
cash and bank balances of £488,768, 
whereas the previous year — in addition 
to short-term deposits of £1,450,000 and 
cash balances of {£195,110 — there were 
tax reserve certificates of {450,000 and 
certificates of deposit of £1 million. 

The statement of source and applica- 
tion of funds puts the gross inflow at 
£5,541,000, including profits of 
$4,522,000, and details ‘application’ to 
the extent of £3,576,000, leaving a net 
cash inflow of £1,965,000 represented 
by an increase of £1,654,000 in cash and 
short-term deposits and a reduction of 
bank overdrafts by £311,000. Bank 
overdraft was, in fact, extinguished. 

Possibly it is the size of the creation 
of cash resources that leads the auditors, 
Peat, Marwick, Mitchell & Co, to state 
specifically in their report: ‘In our 
opinion, the statement on page 28 gives 
a true and fair view of the sources and 
application of the group’s funds for the 
year ended May 31st, 1973.’ 

Cash is currently a valuable com- 
modity, but Trident’s intention is to 
invest in businesses allied to television 
and entertainment. T'wo recent acquisi- 
tions have been of Watts & Corry, 
manufacturers of studio and stage scenery, 
and a majority stake in Don Robinso 
(Holdings) whose 


business is in 
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zoos, and other outdoor entertainments. 
Trident has made two unsuccessful 
applications for local radio franchises 
but has not given up hope of getting into 
radio. Meanwhile, the cash earns well. 


S. Hoffnung 


UCCESSFUL rejection of a take-over 

bid is not necessarily the path to 
fortune although with the present policing 
of profit forecasts successful defenders 
do not prove to have jeopardized their 
future. That fate was common at one 
time when attempts to reach wildly 
enthusiastic profit forecasts led to trouble. 
Nothing of that kind occurred with 
S. Hoffnung & Co, the UK company 
whose business is merchanting, whole- 
saling and retailing in Australia, New 
Zealand and Fiji. Mr H. Roland Bourne, 
the chairman, opens his statement with 
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the 1972-73 accounts by saying: “Three 
years ago we were congratulating our- 
selves on having successfully fought off 
a take-over bid? He thanked stock- 
holders, at the time, for their support 
and said that the support would have to 
be justified and that the company would 
have to live up to the promises made. 
At that time pre-tax profits were 
£1,020,000 and earnings per stock unit 
5°6p. For the year to last March, profit 
was {2,118,000 and earnings Loop, 
which means an increase of 108 per cent 
in profits and 79 per cent in earnings. 
As part of the programme to keep the 
momentum going the intention is to 
strengthen the system of divisional 
management boards based on pooling 
the management expertise of each main 
activity, and to introduce a share in- 
centive scheme for key executives — 
nearly all of whom are employed overseas. 


LIMITED 





1 BASIS OF CONSOLIDATION 


The Group trading results for the year ended 3rd March, 1973, include 

the results of all subsidiaries except Rowland-Jones (Holdings) Ltd. 
which was acquired immediately prior to the year end. The Group 

Balance Sheet incorporates the nett assets of all subsidiaries, 

The premium on the shares issued tn respect of the acquisition of 
Rowland-Jones (Holdings) Ltd. has been computed on the basis of the 
value of the shares agreed between the vendors and the holding company 
directors and the excess cost over the value of the assets acquired has d 


been written off to capital reserve. 


2 SUBSIDIARY COMPANIES 

Active 

Phillips Patents Limited 

Phillips Rubbers (Ireland) Limited 

Baby Deer Limited 

Rowland-Jones (Holdings) Limited 
{Acquired 28th February 1973) 

Dormant 

Woodhey Rubber and Plastics Limited 


Country of Incorporation 
Great Britain 
Republic of ireland 
Great Britain 
. Great Britain 


Great Britain 


On the 1st August 1972 Phillips Patents Ltd. took over the trading 


activities and assets of the Holding Company. 


3 DIRECTORS’ EMOLUMENTS 
{a} Fees 


Management Remuneration including 
services to a subsidiary company 


Pensions to past Directors and Dependants 


(b) Emoluments of :— 
Chairman—J. A. Rowland-Jones 
G. Hargrave 


Other Directors 
Nil—£2,500 
£2,501-—-£5,000 
£5,001—-£7,500 


4 TAXATION 
(oi Corporation Tax on the profits for the year 




















Corporation Tax repayable at 40% on the adjusted 


results for the year of subsidiary companies 
Corporation Tax of the previous year 
Transfer from Deferred Taxation 
Irrecoverabie Advance Corporation Tax 








1973 1972 
£ £ 
4,001 3,512 
28,019 19,010 
4,467 6,700 
36,487 29,222 
4,390 — 
5,215 8,996 
Number Number 
6 5 
1 ` — 
2 1 
1973 1972 
£ £ 
e (5,700) 
5,220 
sik (868) 
2,300 (12,000) 
(579) — 
6,941 (18 668) 
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NTICIPATION always being a far 


stronger investment force than 
fact, the stock-market view has 
already moved on from the facts of 
Phase II] to the effect of the new moves 
designed to maintain growth but 
reduce inflation. But any comment on 
Phase lil has to be made from the 
standpoint of a view of whether or 
not basic policy is correct. 

From the Government's aspect the 
policy is the only policy, and presum- 
ably a majority in the Cabinet consider 
it correct. But there are other views 
and one increasingly concerns the 
whole matter of whether the economy 
can in fact withstand the strains of 
rushing for growth. 

The strains are clear enough in 
terms of inadequate raw material 
and component supplies, shortage of 
labour, bulging order books and 
lengthening delivery dates that even 
capacity production at present levels 
of supply and demand does not seem 
capable of shortening. 

Capital investment has developed 
too late for the result of it in terms of 
increased output to be of any material 
impact on the present situation. The 
result is a degree of inflation stemming 
from too much demand chasing too 
little supply. It is not necessarily too 
much money and too little supply — 
money is left to chase itself and the 
higher interest rates go, the stronger 
the chase. 

Lower interest rates rather than 
higher rates are needed as an inflation- 
ary antidote. That is a complete 
reversal of the ‘norm’ — but there is 
little normality in the present economic 
situation. 


MIRACLES 


A City view now widely expressed is 
that there need to be two miracles for 
the Government's Phase II policy — 
or the Government's basic dash for 
growth policy as a whole — to work. 
One is a reduction in interest rates to 
make money less of a trading com- 
modity in its own right and more of a 
commodity for use in industry, and the 
other is for a drop in commodity prices. 

For evidence of the miracles, eyes 
are fixed on the United States where 
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commodity prices have lately fallen 
sharply and where interest rates have 
eased. There needs to be a continued 
and even prolonged fall in commodity 
values for benefit to be seen in UK 
trade balance terms. 

Much Government play is made 
concerning the export opportunities 
afforded by sinking sterling, but rarely 
is a word said about the other side of 
the account and the double effect on 
import costs of soaring world prices 
and a steeply falling £. Currently, the 
Government has little control over 
interest rates and no control over world 
commodity prices. Only a dual miracle 
will work. 


RE-DEVELOPMENT 


The biggest property re-development 
period in the City since the original 
post-war development along the new 
London Wall route is now in full 
swing. Major developments between 
Old Broad Street and Bishopsgate and 
in the Angel Court and Copthall Court 
areas off Throgmorton Street are linked 
by the demolition of what was the 
temporary ‘floor’ building of The Stock 
Exchange until the new floor proper 
was opened. Developments in these 





October 11th, 1973 


areas will entirely change the character 
of a part of the City that has scarcely 
changed since before the turn of the 
century. 

What it does not do is to make 
anything more of the twin highway of 
new London Wall, which still runs 
from one set of traffic lights to another, 
and remains a monument to stultified 
City planning. This ‘Route Eleven’ was 
to have taken traffic from the congested 
St Paule and Holborn areas of the City 
through to a junction with the main 
eastwards exit roads at Aldgate. The 
way through the eastern borders of 
the City, however, has so far remained 
blocked. 

But connoisseurs of City trends and 
movements note that events cannot 
wait on planners. A new office area is 
strongly developing east of the City’s 
boundaries in an area that thrived 
originally as the centre of a clothing 
industry developed by Jewish immi- 
grants and as the warehouse hinterland 
to the Pool of London Docks, but is 
now redundant. While the centre of 
the City is being expensively re- 
developed, a new City centre is more 
economically emerging to the east of 
the City boundaries. 


Rates and Prices 
Closing prices, Monday, October 8th, 1973 


Bank of England Minimum Lending Rates 


Mar. 23,1973 .. 84% May18,1973 .. 73% 
April13,1973 .. 8 % June22,1973.. 74% 
April19,1973 .. 84% July20,1973 .. 9% 
May11,1973 .. 8 % July27,1973 .. 114% 


Finance House Base Rate 
October 1st, 1973. 14% 


Money Rates 


Daytoday .. 10 A1 % Bank Bills 

7 days . 103-114% 2months 1234-124% 

Fine Trade Bills 3 months 124-123% 
1month .. 124-15 % 4months 1234-123% 
2months .. 12441415 % 6months 1234-143% 
3months .. 134-15 % 


Three Months’ Rates 


Local authority deposits . 13 -134 % 
d E Local authority bonds . 133-12 % 
FT Industrial Ordinary Index Sterling deposit certificates 134 13 % 
October 8th, 1973. 438-1 Euro-sterling deposits 14% -148 % 
Euro-dollar deposits 107%—-1048% 
Treasury Bills Foreign Exchanges 
Aug. 3 ..£10-7800% Sept.7 ..£10-9862% New York.. 2-4125 Frankfurt .. 5-8100 
Aug. 10 ..£10-9076% Sept. 14 ..£10-9507% Montreal .. 2:4287 Milan . 1359-00 
Aug. 17 ..£10-9520% Sept. 21 ..£10-9826% Amsterdam 6-0500 Oslo 13-2500 
Aug. 24 ..£10-9754% Sept.28 ..£10-9384% Brussels .. 88-9500 Paris 10-1850 
Aug, 31 ..£10-9744% Oct. 5th ..£10-8888% Copenhagen 13-6750 Zürich 7:2650 
` Gilt-edged 
Consols 4% .. SR di es . 35} Treasury 9% 1994 SS Ge 854 
Consols 23%.. , S e .. 224 Treasury 83% 84-86 Vo se E 843 
Conversion 33% .. es Se . 304 Treasury 84% 87-90 Ss gë Si 808 
Conversion-5£% 1974 .. a .- 964 Treasury 63% 1976 Sia T Sie 898 
Funding 34% 99-04 5% Se e 37 Treasury 33% 77—80 de NW Gi 708 
Funding 54% 78-80 D i .. 76E Treasury 33% 79-81 ne e Së 68 
Funding 54% 82-84 72% Treasury 5% 86-89 ie vm dë 574 
Funding 54% 87-91 614 Treasury 53% 08-12 50% 
Funding 6% 1993 .. Se os .. 61% Treasury 23% 224 
Funding 64% 85-87 Ss die -. 698 Victory 4% .. 962 
Savings 3% 65-75 .. d -. 9054 War Loan 34% 324 
Retail Price index (Jan. 1962==100) 
Jan. Feb. Mar April May June July Aug Sept. Oct. Nov. Dec. 
1971 147-0 147-8 1490 152-2 153-2 154-3 155-2 155-3 155-5 156-4 1573 158-1 
1972 . 159-0 159-8 160-3 161-8 163-7 164-2 165-5 166-4 168-7 168-7 169:3 170-2 
1973 171-3 172-4 173-4 176-7 178-0 178-9 1797 180-2 
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Accountancy Examination Tuition by the Metropolitan College 


INSTITUTE OF CHARTERED ACCOUNTANTS 


* Tis Metropolitan ea oen yo as gier the examinations leading to the professional 
lated experience in examination coaching. Coleen dene eat See? pes pa, Metropolitan LINKED PRIVATE 
* A guarantee of coaching until successful. STUDIES 
x Helpful, up-to-date study notes, mostly in 11,000 SUCCESSES The Luton College of 
printed pocket-sized booklet’ form. d h 
Ak Adequate test practice and tutorial criticism. pais ellen deeg 
d olitan College now 
Ak Invaluable self-examination questions. 350 HONOURS offer facilities Tor 
% Official publications of the Institute, including integrated oral and 
iate to th i i iti 
Appropriate he Intermediate and Final RE PLACES E tuition. 
` ne week ‘pep’ Courses 
Dip. MLA. 8 Second Places : : 
: : S - to assist students in 
r Ke highest Ne: eist 66 Third & Fourth Places areas of weakness 
o Accountants in Great Brit: ; B 
ERACLE IN MANAGEMENT AND NUMEROUS PRIZES, MEDALS AND SE 
NFORMATION SCHOLARSHIPS oe ee 
. ve concentration 
The above-mentioned examinations are open Write TODAY fora freecopy of the College ‘Accountancy’ on particular subjects. 
to members of the Institute and have been Prospectus (stating the examination in which you are For details of these, and 
instituted to improve the standard ot aceount- interested) to The Principal, B. Mendes, B.SC.(ECON.), ther linked , 
mgo Sieden important feld of stuer Bio o Co E.C.A, (Dept Al/27), Metropolitan College, St Peter’s Seel 8 SE 
inereasingly important. Aedo vur ae To Street St Albans ALi 3NE, or CALL at 30 Queen Victoria write to: Metropolitan 
When applying for particulars of the College’s Street, London EC4. Telephone 01-248 6874. After office College, St Albans 
expert postal courses, please specify the hours (5 p.m. Monday to Friday) telephone messages are ALI 3NE. 
examination in which interested. recorded electronically. 








Metropolitan College 


Members of the Association of British Correspondence Colleges UND: 
Accredited by the Council for the Accreditation of Correspondence Colleges d Geen 








CLAIMS AND RISK RE EVALUATION CO. 


Suffer 
i A completely Little 


NEW DEVELOPMENT ~ Children ` 
, IN INSURANCE fat ce ana ines fe slo 


Claims and Risk Evaluation is an entirely independent (with a little help from you) 
company, which offers a unique service to industry and S 

commerce. No longer need you doubt if you are fully 
covered, over insured, or paying too much for too little. 
CARE will take these worries off your shoulders. The 
services include guidance on every aspect of insurance to 
ensure that you are adequately protected and properly 
compensated in the event of loss; and in addition we will 
look after your day to day insurance management. 


WE DO NOT SELL INSURANCE. We provide 
an independent advisory service on loss prevention and an 
evaluation of your true insurance needs. Learn more 
about this unique service. 


Send for the brochure NOW and save time and money. 


_GLAIMS AND RISK EVALUATION CO 


BRENT HOUSE * KENTON ROAD - KENTON + LONDON HA3 8BT Hel 


Now! Donations to:- 
NATIONAL CHILDREN’S HOME 
85 HIGHBURY PARK, LONDON N5 1UD. 
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Many hundreds of accountants have found the right job 
through this useful service. 


FREE LISTS OF VACANCIES 


will be posted to you or you can call at our Information Centre 
and — without any form-filling — study the classified registers. 
Over 500 vacancies in the U.K. and overseas offer you the 
widest choice, Ring for relevant list! 


“LEWIS, COATES. & LUCAS LTD 
















LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Public Practice: L. Kelleher, 01-628 4550 


Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 


More than 300 Professional firms utilize our services in kt Draft Memorandum and Articles 
engagement of all grades of staff from Articled Clerks supplied by return of post 
to Partners. Salaries: U.K. — up to £5,000; Overseas ~ up to E) Company Seals and Books 
£10,000. © Notepaper, Bills, etc., printed 

e Rubber Stamps 

© 


All office requisites 
READY-MADE COMPANIES 


Temporary Staff: M. Farrer, 01-628 0391. 
Terms are better than is usual for temporary assignments. 


38/40 FEATHERSTONE STREET 
LONDON EC1 


RICHARD OWEN ASSOCIATES 


Box 23, 47 Finsbury Court 
Finsbury Pavement, London EC2A 1HT 
Note: Week-ends and evenings answering service 01-628 8860 


01-253 2977/8/9 and Telex 262687 
01--251 0344 (7 lines) 





A E Representatives of 
clients will GEE & CO (PUBLISHERS) LIMITED 
understand Oe 


AUSTRALIA 
THe Law BooK Company LTD 
301-305 Kent Street, Sydney, New South Wales 


U.S.A. 


I you’ ve never had anything, you never miss it. Tee ONT, Wee iee CO 
But if you’ve known a reasonable standard of living, imagine INDIA 
th h f d dei CHARLES LAMBERT & C 
e horror of reduced circumstances. 101 Mahatma Gandhi Road, Post Box No, 1032 

We help people who have practically nothing — except ee 
memories of happier times in a happier age. o mia eee gen. Company LID ege 
Many of your Clients will understand and will sympathise with 2330 Mi and. e a ntario, Cana 
what we are trying to do. Many of them, if you suggest it, sa Jona De eme, e 

Ox anni uri oul rica 
might like to remember us in their Wills or with a Covenant. NEW. Sp ee an 

Sweet E MAXWELL (N.Z.) LID 
ns all, what arn gift Se T he be than giving another 54 The Terrace, P.O. Box 5043, Wellington, New Zealand 
elderly person something to live for? HONG KONG 


SINCERE COMPANY LTD 
173 Des Voeux Road, Central, Hong Kong 


DISTRESSED GENTLEFOLKS SEET Lm 
AID ASSOCIATION 


VICARAGE GATE HOUSE * VICARAGE GATE * KENSINGTON LONDON W8 AQ GEE & S (PODLISHERS) SE 
z SE e Let Stran ondon 2R I 
“Help them grow old with dignity” > 
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Phase Three Relief 


A MONTH ago the Fixancial Times Ordinary share 
index stood at 405 but by the close of business on 
October 8thit had risen to 438-1. Nothing like it has happened 
for a long time. One firm of provincial brokers summarizes 
the position by saying that since their letter to clients in 
the spring of this year the investment scene has been so 
confused that it has not been possible to draw any definite 
_ conclusion and that the investment of fresh funds has not 
been an attractive proposition in either the equity or fixed 
interest fields. 

However, the time was coming — if it had not 
already arrived — for the serious and ambitious investor 
to prepare for the next bull market. On the international 
front Wall Street seems to be over the worst and leading 
chartists say that United States shares are headed upwards; 
the IMF meeting in Dar-es-Salaam and the subsequent 
meeting of the Finance Ministers in Nairobi have resolved 
to produce a solution to the international currency problems 
by June 1974, which is a lot sooner than might have been 
expected. On the domestic front the Government’s object 
of expansion is being achieved and the United Kingdom is 
enjoying an industrial boom that has not been seen for 
30 years. By reason of the weakness of sterling against most 
major currencies, exports are competitive and now that 
commodities have stabilised in price the next few months 
could see an improvement in the balance of payments. 

On the morning of Qctober 8th, the Arab-Israeli conflict 
caused prices to be "macked down sharply, but by the 
afternoon the Prime Minister’s announcement of the 
Phase IIT proposals has resulted in a gain in the index of 
some five points. 

Below is a selection of British funds and fixed interest 
stocks: 

British Funds 


Yield Yield 1973 
Price (flat) (red’n) High Low 
Funding 53 per cent 
1982-84  .. oh 71 7-86 10-27 81 70 
Treasury 5 per cent 
1986-89 i eh 56 8-83 10-72 68 55 
Funding 6 per cent 
1993.. e = 60 10:09 11-09 72 59 
Funding 33 per cent 
1999-2004 .. i 37 9:73 10-55 43 36 
Fixed Interest Stocks (Industrial, Commercial) 
Yield 1973 
Price (flat) High Low 
Unigate 53 per cent debenture 2 
1983-88 Se Si Ki 60 9-58 69 60 
BP 6 per cent debenture 1976-80 73 11:0 85 71 
Courage 10: per cent loan 1990— 
95 SS e z en 90 11:4 102 90 
United Biscuit 8 per cent deben-. 
ture 1993-98 e a 71 141-2 83 71 


ACCOUNTANT 


479 


Ordinary Shares 

There is a saying that shares never go up for long in a 
straight line and it could now be that despite market relief 
following the announcement of the Phase III proposals, 
fears concerning the Arab-Israeli war (unless quickly 
resolved) may inhibit further growth in the immediate 
future. The following selections are therefore put forward 
as attractive purchases, subject to no untoward develop- 
ments in the war situation. 


P/E 1973 
Price Yield Rate High Low 
GEC 25p shares 151 2-6 14-0 154 127 
ICI £1 shares 244 5-9 15-6 294. 235 
National Westminster 
Bank warrants 142 — — 212 137 
Plessey 50p shares 131 4-0 14-2 154 104 


GEC 

This is one of the top companies in British industry and one 
of Britain’s biggest employers outside the nationalized 
industries. Following the merger with Associated Electrical 
Industries in 1967 and with English Electric in 1968 there 
was a five-year period of rationalization and the first 
significant benefits of the mergers were reflected in the 
1972—73 results. These showed a 56 per cent jump in pre- 
tax profits on a sales rise of 10 per cent. There is the near 
certainty of a substantial profit increase in the current year 
and of a further advance in 1974-75. The group is very 
competitive in export markets while higher commodity 
prices have strengthened the purchasing power of the 
under-developed countries. The company is in a very 
strong financial position with cash balances standing at 
£183 million. 


ICI 


This is the largest industrial company in the United King- 
dom and is concerned in all the main fields of chemicals, 
photographic materials, man-made fibres, plastics, explo- 
sives, paint and wallpaper. During recent years the record 
sharewise has not been impressive but profits for the first 
half of 1973 more than doubled to £137 million against 
£56 million for the same period last year. These record 
results stemmed from high levels of demand both at home 
and abroad, the higher profitability of exports and many 
measures taken to improve overall efficiency. It is estimated 
that profits for the current year could be in the region of 
£250 million to £275 million, which is roughly {100 million 
more than for the calendar year 1972. 


National Westminster Bank Warrants 

Bank shares have been held severely in check by fears of 
what Phase III might do to bank profits. In the event these 
fears have proved largely unfounded, for the worst that has 
emerged is that the banks’ special deposits with the Bank 
of England are to get no interest. This will cost the clearing 
banks a total of £30 million a year of which the National 
Westminster Bank’s share will be a mere £5 million out of 
profits of {190 million. On the announcement of the Phase 
III proposals by the Prime Minister on October 8th, bank 
shares rose by about 15p. With the bogy of Phase III out 
of the way and some doubtless sparkling results for 1973 
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in prospect, bank shares — and with them National West- 
minster Bank warrants — should prove a good buy. 


Plessey 


This company suffered two troublesome years in 1971 and 
1972, but in the year to June 30th, 1973, profits improved 
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from {20-7 to £31°5 million, while substantially higher 
profits are expected for the current year. There has been 


a rapid transition from world over-production of electric 
components to an acute shortage and there has also been 


a sharp recovery in the fortunes of Alloys Unlimited in 
the US. Short- to medium-term prospects are very good. 





TO SOME EXTENT, immediate annuities 
for those at the older ages have been 
superseded by income bonds. The at- 
traction of an income bond is that the 
bondholder’s capital is not forfeited, and 
will be returned in full at the end of, 
say, ten years or at earlier death. 

There are, however, one or two points 
which need to be watched so far as income 
bonds for the elderly are concerned. In 
the first place, due to inflation, there will 
be a sharp reduction in the purchasing 
power of the capital while it is tied up in 
an income bond. Secondly, because the 
capital will be returned, a lower yield is 
obtainable compared with an immediate 
annuity bought for the same price. In 
practice, it often happens that those who 
are elderly and wish to use capital in this 
way need the highest possible yield, even 
though this will mean no return of capital. 

The Lifeguard group for some years 
has been prominent in the annuity field. 
Recently it increased its immediate 
annuity rates, and higher rates now also 
apply to temporary and compulsory 
purchase annuities. 

A man of oo, paying £7,000 for an 
immediate annuity, would receive £1,722 
per annum for life, or £1,477:80 net 
after deduction of basic rate tax. If, 
however, a capital protected annuity 
should be required, the gross income 
would be £1,557, or £1,362°30 net of 
basic rate tax. For a ten-year temporary 
annuity, the income would be £1,889 
per annum, or 1,706-60 net after 
deduction of basic rate tax. 
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CRUSADER INSURANCE CO LTD has intro- 
duced what it terms its University 
Paymaster Policy. The company makes 
the point that grants or scholarships may 
meet part of the cost of University fees, 
but maintenance costs must not be 
overlooked. This policy is intended as a 
way in which parents can make provision 
when a child is young in such a way that 
the money will be available when it is 
needed. 

The principle behind this idea is that a 
policy should be arranged which will 
mature when a child’s university career 
is due to end. The policy would be so 
designed that it would provide guaranteed 
loans equal to the anticipated cost during 
the last three or four policy years — i.e., 


when the burden will fall upon the parent. 
These loans are guaranteed by the com- 
pany, provided the basic sum assured by 
the with-profit policy is precisely equal 
to the total amount which it is required 
to borrow, and provided such borrowing 
takes place during the four years im- 
mediately prior to the maturity of the 
policy. 

Naturally, any loan attracts interest, 
but the company guarantees that the 
amount payable will be at the same rate as 
is being charged to other with-profit 
policyholders for temporary loans for 
other purposes at the time when the 
loans are required. 

& 
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BECAUSE OF their tax position, many 
insurance companies prefer to sell an- 
nuities of one kind or another which 
produce an income. Nevertheless, there 
are considerable advantages to be gained 
from a growth bond, particularly if 
the term can run until after the bond- 
holder retires, when his income should be 
lower, and thus there should be less 
likelihood of a tax liability in connection 
with the gain. 

One of the difficulties with growth 
bonds is knowing the right moment to 
buy, in view of the fact that, if market 
rates of interest go up, more attractive 
bonds may be put on the market. 

The Nation Life Insurance Co Ltd 
has tried to solve this problem with its 
double money bond, which guarantees 
to double a client’s capital in ten years. 
Also, a bonus will be paid which will 
depend on the rates of interest which can 
be earned. Nation Life is saying that this 
bonus could be in excess of 50 per cent. 

There is flexibility with this bond, since 
it can be withdrawn at any time after the 
first year, when a return of 100 per cent 
of the purchase price is guaranteed. This 
rises to 200 per cent at the end of the 
tenth year. As with other growth bonds, 
at withdrawal the bondholder has a 
choice, instead of taking the cash, of 
taking a guaranteed income for life, which 
will be dependent on age at the time. 

There is, however, the drawback that 
the capital element will be based on the 
original purchase price, rather than the 
cash option. Thus, even if an income for 
life is required, it may be preferable 
from the tax point of view to take the 


cash, and to use it to purchase an im- 
mediate annuity. 

In the event of a bondholder’s death, 
there will be a full return of the invest- 
ment, together with "o per cent per 
annum simple interest for each full year 
for which the bond had been in force. 
Should death occur by violent, accidental, 
external and visible means, double the 
original investment will be paid, together 
with 10 per cent simple interest on the 
original investment for each full year for 
which the bond had been in force. 
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RISING GosTs of accommodation in the 
private wards of hospitals and in nursing 
homes have resulted in hospital provi- 
dent associations having Lo give higher 
benefits to their members. For instance, 
the Exeter Hospital Aid Society has 
increased its maximum payment for 
accommodation to £140 a week. On this 
scale, up to £240 can be claimed for the 
fees of surgeons and anaesthetists. 

This association also pays cash to 
members who, for any reason, have 
treatment on the National Health Service, 
instead of privately. Dependent on the 
scale of benefits-selected, this payment 
can range from £14°70 to £35 per week. 
The elderly have not been forgotten in the 
latest improvements. The age limit for 
joining has been increased to 75, although 
this involves paying an additional joining 
premium. 
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SCOTBITS SECURITIES has converted its 
Scotincome Unit Trust into a high 
minimum initial investment fund, with 
lower initial charges. 

The minimum investment accepted 
from new investors in the trust has been 
increased from {£50 to £1,000. At the 
same time, the initial charge has been 
reduced from 5 per cent to 2} per cent. 
For purchases over £2,500, the initial 
charge is reduced to 2 per cent on the 
excess over £2,500. The annual charge 
remains unchanged at 3/8ths per cent. 

Existing unit holders will not be 
affected by the higher initial requirement, 
but will benefit from the lower initial 
charge when making further purchases of 
units. The policy of the managers is 
to provide a high income from the outset, 
allied to long-term capital growth. 
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Possible Association of Management 
Institutes 


Sir, — In your leading article ‘A Super Institute of Manage- 
ment?’ (September 20th) you invite BIM to make clear what it 
has in mind as to a possible ‘federal association’. I am delighted 
to take this opportunity to dispel any erroneous ideas that may 
have been given currency by this article. 

BIM has indeed been approached by a number of other 
management bodies, as a result of which informal and purely 
exploratory talks have taken place — not with the object of 
considering any kind of ‘merger’, but simply to examine the 
possible benefits that closer association might offer. At no time 
has there been any suggestion that the individual institutions 
would lose their identity. It has been fully recognized that each 
has its own unique contribution to make. Nevertheless, there 
are certain aims and objectives which are common to them all, 
and not least the realization that a manager must be a pro- 
fessional, whatever his function in his organization and in 
whatever discipline he has qualified. 

A growing number of professional institutions have come to 
recognize that, with the growth and complexity in all fields of 
economic endeavour, knowledge and understanding of general 
management practice is an essential part of their members’ 
equipment, whatever their basic professional qualifications. 
This means that there is an area of common ground where 
joint action can be of considerable mutual benefit — not only in 
administrative economies but also, perhaps more importantly, 
in a united approach on a national level. 

With this in mind and in the light of the many approaches we 
have received, BIM — the national body concerned with general 
management — is prepared to take the lead, if asked, in the 
formation of an active association of professional institutions, 
who in their various ways provide an essential service to man- 
agement in British industry and commerce. 

As to the quoted total of 250,000 members, I can add by way 
of footnote that this — in reply to a direct question from the 
press — was an off-the-cuff estimate of a possible aggregate of 
the numbers likely, in the long-term, to be affected. It was not 
intended to indicate the total membership of the bodies taking 
part in preliminary discussions. 

“Yours faithfully, 


PHILIP J. S. CHURCHILL, 


Executive Director and General Manager, 
London WC2. BRITISH INSTITUTE OF MANAGEMENT. 


Property Companies’ Accounts 


Sir, — In your ‘Finance and Commerce’ feature of September 
27th, you make approving comment on the information given 
about Town and City’s method of valuation, and the statement 
that a professional valuation on the same basis will be made 
every two years. This should be very helpful to all concerned. A 
good example has been set. 

On the other hand, the accounting basis of reporting income 
for the future is left quite vague. It seems that property com- 
panies are making little distinction between capital and revenue. 
In connection with the recent take-over of Sterling Land and 
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of C. & D. (the latter one of the largest-ever cash acquisitions) 
no’ profit and loss account of C. & D. was given, and yet the 
documents circulated were approved by The Stock Exchange. 

It used to be thought that the ultimate justification of asset 
values was the earning power of those assets. Is this notion now 
out of date? 

It would be interesting to see your readers’ views. 

Yours faithfully, 


London NW8. D. E. F. GREEN. 


Accountants’ Own Figures 


Sir, — The reported views of Mr H. T. Nicholson (October 4th 
issue), to the effect that accountancy practices do not enjoy 
the protection of limited liability and should therefore be exempt 
from disclosing their own results, are substantially endorsed by 
section 47 (1) of the Companies Act 1967. 

Though Mr Nicholson appears not to have made this specific 
point, it will be remembered that section 47 (1) exempts the 
generality of unlimited companies from annexing audited 
accounts to each year’s annual return. 

Yours faithfully, 
FERROVIUS. 
Name and address supplied. 


Marketing of Professional Services 


Sir, — In a comment on my book The Marketing of Professional 
Services in your issue of November 16th, 1972, the reviewer 
took issue with me as to my interpretation of the Monopolies 
Commission views on embargoes on advertising. 

The reviewer felt I had dismissed too lightly the substantial 
arguments of the accounting profession towards any removal of 
such restraints. If I dismissed them lightly, then it was not 
without some purpose. It seems that accountants are not 
now waiting to be told what was obvious when the Monopolies 
Commission report was published and when I wrote the book — 
namely, the anachronistic restraints must go, because now the 
Ethics Committee of the Institute of Chartered Accountants 
are to recommend that advertising be allowed. 

My book was written to assist accountants to prepare for the 
new era of competition in marketing. Perhaps if your reviewer 
had had a little more foresight and a little wider perspective of 
the realities of life, some members of the profession might have 
been more prepared today to face the outcome of the Ethics 
Committee’s change of posture. However satisfying this change 
may be, it is difficult to see what is different today from ten 
months ago, when the marketing concept which was pro- 
mulgated in my book was rejected. 

The accountancy profession must now learn the facts of 
marketing life after a delay that can have done nothing to 
prepare for the time when the market place, as all market 
places should be, is free. 

Yours faithfully, 


London SWr. AUBREY WILSON. 


[Mr Wilson is, of course, perfectly correct in pointing out that 
the Ethics Committee of The Institute of Chartered Accountants 
in England and Wales ~ which had not commenced its work at the 
time when his book was published and reviewed — appears likely 
to recommend significant relaxations of the present rules on 
advertising. However, to claim that the committee is to recom- 
mend ‘that advertising be allowed’ is an over-simplification. 

The committee’s present thinking, as reported in The 
Accountant last week (and which has not yet reached the stage of a 
formal recommendation) favours informative advertising of the - 
services provided by a firm, without any reference to quality of 
service or level of fees, and subject to strict controls on size, 
design and layout of advertisements. Suggestions of a com- 
mercialized free-for-all in this field have been officially dis- 
counted. — Eprror.] 
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Need for More Institute 
Exam Involvement 


As reported in ‘Student Roundabout’ on September 20th, Mr Emile 
Woolf, F.C.A., education adviser to ACASS and a director of the 
London School of Accountancy, delivered a paper on educational 
guidelines for the future to delegates at the ACASS half-yearly 
Council. The matters which he dealt with are referred to below in 


greater detail. 


TATING that policy formulation 

for ACASS was difficult in as much 
as the necessary power to implement what 
was proposed was lacking, Mr Woolf said 
that any thinking on the subject of educa- 
tion should therefore be constructive and 
practical as well as incorporating the 
necessary ideals. 


Raising of standards 


We are all interested in the raising of 
standards, said Mr Woolf, but there 
were differences of opinion as to the 
priorities and the means of implementa- 
tion. The limiting factor within the 
educational system was the present exam- 
ination structure and the unfortunate and 
almost exclusive emphasis on examina- 
tion performance. 

In spite of this, education had had a 
face-lift — a better balance of oral and 
home study methods had gained wide- 
spread approval ~ and improved tuition 
techniques were constantly being evolved 
by the more enlightened members of the 
tuition sector. Nevertheless, he warned, 
there was a long way to go yet. 

Mr Woolf pointed out that far too many 
students were entering the profession 
with little or no conception of what lay 
ahead; in many cases they had little idea 
as to their own suitability for the way of 
life the profession entailed. Many other 
disciplines had made extensive use of 
psychological method in the form of 
aptitude tests, and it was high time that 
such a service was more widely pro- 
mulgated in the profession. 


Decline in pass rates 


The pass rate statistics for the Institute’s 
examinations, said Mr Woolf, revealed a 
decline from over 50 per cent at the 
Intermediate stage to below 40 per cent 
(if referral passes were excluded) at Final 
Part II stage. Students should not be led 
that far along the path before being faced 
with ultimate frustration: ‘weeding-out’ 
should be completed at intermediate/ 
foundation level and pass rates thereafter 


would, as might be expected in a civilized 
system, be considerably higher. 
Insufficient information, he declared, 
was available to those who would most 
benefit from it, i.e., the examination 
candidates. All would welcome a categori- 
cal policy statement from the Institute as 
to whether those who are referred do, in 
fact, need to produce answers of a higher 
standard in the relevant subjects than 
those who are doing the whole examina- 
tion. ‘If the answer is “No”, why is it 
that referrals are allocated their own 
number series so that all markers, 
moderators, etc., can tell at a glance 





October 11th, 1973 


whether the script was submitted by a 
referred candidate? Overall pass rates are 
published for each examination — can we 
not have a published pass rate for those 
who were single subject referrals?’ 

The referral system was originally 
welcomed since it coincided with the 
disappearance of failures ‘on aggregate’ 
whereby one might fail the exam as a 
whole despite passing each paper within it. 
But even this was preferable to the threat 
of sitting the whole examination again 
after failure in a single referred subject. 


Publish suggested answers ? 


Most other professional bodies within the 
accounting sphere published their own 
suggested model solutions to their exami- 
nations, Was there any good reason why 
the Institute should leave this task to the 
commercial field, resulting in two broad 
sets of answers which substantially differ 
as frequently as they agree?, he asked. 

Examiners’ reports were published 
after each examination. Obviously these 
were of considerable benefit to teaching 
bodies, but the greatest benefit would be 
obtained by the students themselves — yet 
these reports were at present officially 
available on a restricted distribution ‘to 
directors of studies only’! 

The key to the entire matter, said Mr 


Tony Robb Whittaker to leave 
London CASS | 


ONDON students lose their ‘ideal 

link-man’ — Tony Robb Whittaker — 
at the end of this month. On November 
Ist, he takes up the appointment of 
Assistant Vice-President of the Manu- 
facturing Hanover Trust Company of 
New York. He tells ‘Roundabout’ that, 
unknown to him, he had been ‘assessed’ 
for this job soon after succeeding Derek 
du Pré in June as the Society’s Adminis- 
tration Director. 


Initially he will be working in the 
bank’s London office, but departs for 
America possibly by the end of the year. 
No stranger to the States, Tony Robb 
Whittaker was for ten years with the 
Bank of America employed on accounting 
and operation inspection. Prior to joining 
London CASS he was Head of the Com- 
mercial Department of the Industrial 
Society for three and a half years. 


‘Doing something’ for the 12,000 or so 
members of London CASS is a challenge 
to anyone in Tony Robb Whittaker’s 
position. During his short-term responsi- 
bility, he has done decidedly well. He 
certainly seems to have cut through the 





familiar apathy — which has be-devilled 
the largest chartered student society for 
the last few years. 

The Society can look to the future in an 
optimistic way, although this could 
rapidly wane if the many schemes he has 
introduced are not capitalized upon. 

He tells ‘Roundabout’ that it is vital 
that the Society should continue to 
progress towards a consultative state of 
affairs with the Institute ‘now that the 
initial flag waving is over’. 
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KING'S INVESTIGATION BUREAU | § JORDANS 
aan A ANNOUNCE 

Criminal and Commercial Investigations A NEW SERVICE 

Cases of Conspiracy and Fraud. Internal Thefts 

and Extensive Pilfering. Corruption and Leakages 

of Commercial Information. Surveillance and FOR EUROPEAN 


Undercover assignments. Character and ante- 


cedents of individuals and bona fides of business l COMPANY 
concerns. Financial Investigations and enquiries 

into matters arising from Bankruptcy and Com- 

pany Liquidation proceedings. Specialist Security FORMATIONS 
Services including Security Surveys covering 


Computer Operations and confidential Data CO Fast and simple through 
Control Procedures. Counter Industrial Espionage our Brussels Office 


assignments. 
C Standard translated 
CHANCERY HOUSE documentation. 
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LONDON WC2 10U C Practical advice through 


Telephone 01-405 0343 ie local representatives. 
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For nearly 100 years we 
have published books for 
‘the accountancy profession, 
especially textbooks for 
students. 


Snowjet 73/74 


Clarksons Snowjet 73/74 is at your 
Travel Agent now — packed with snow 
and ski reading enough to carry you 
right through summer. 25 resorts in 
Austria and Spain; all chosen with the 
experience and intimate knowledge of 
the slopes that has marked Snowjet 
holidays for 5years. All daytime 
weekend flights, from Luton, Gatwick 
and Manchester. Plus the popular Snow 
Sun’n’Fun Parties for beginners; packs 
and gptions for experts. All put together 
at prices that leave you more 
than a little tospare for 
aprés-ski! Start planning 
Sr for next winter now. Pick 
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MANAGEMENT and 
COMPUTER CONTROL 


by T. R. THOMPSON, M.A(Cantab.), B.Sc.(London), F.C.LS., F.lnst.A.M. 
A Lifetime of Experience in Computer Management and Control 
A UNIQUE BOOK WRITTEN FOR THE LAY MANAGER & STUDENT 


This book is intended to provide the ordinary 
business manager with sufficient knowledge 
of computers to enable him to maintain com- 
mand of a computer project and to play his part 
in ensuring that the computer provides informa- 
tion useful for running the business to the best 
advantage as well as furnishing a basis for good 
management: 

The first two chapters give a broad analysis 
of the nature of business information and the 
data from which it is produced. The next 
chapters explain the nature of computers, what 
has to be done before a computer can be made 
to produce the information from the data, and 
how to set about obtaining the right computer 
to produce the information required. 

There is then an explanation in simple terms 
of how business information can with advan- 
tage be approached mathematically. This is 
followed by six chapters devoted to the main 


344 printed pages Size 113 x85 in. 
87 line and 22 half-tone illustrations 
Fully bound in red-gold blocked on spine 


potential fields of application which are 
common to most businesses, including Payroll, 
Purchasing, Stock Control, Production and 
Project Control, and Sales and Distribution. 
The book ends with two chapters respectively 
on staffing and controlling a computer project. 
Throughout the book stress is laid on the para- 
mount need for the business mariager to make 
decisions on what information he requires to do 
his job effectively. Whether or not a computer 
should be used to produce the information 
depends on the ability of the computer 
experts to prepare a scheme whereby a com- 
puter can efficiently and economically do so. 
Since the book explains the problem of using 
a computer to provide business information, 
it incidentally offers to the student who is 
proposing to make a career in the field of 
computers for business purposes a useful 
background to his technical studies. 


PRICE £9°50 NET 
£9-80 by post U.K. 
£10 by post overseas 


ORDER NOW FROM BOOKSELLERS OR DIRECT FROM THE PUBLISHERS 


GEE & CO (PUBLISHERS) LIMITED 


Publishers of 7he Accountant 


151 STRAND ` LONDON - WC2R 1JJ 


Telephone 01-836 0832 








October 11th, 1973 








October 11th, 1973 


Woolf, rested on the extent to which the 
Institute was prepared to become directly 
involved in education for its own exami- 
nations. Although he did not seriously 
suggest that the entire responsibility for 
tuition should be taken over by the 
Institute, he nonetheless had a valid 
point in that it would be a welcome move 
indeed if it were to run educational 
courses, as it does for qualified members, 
for the benefit of examinees at all levels. 

Such specially devised courses, poss- 
ibly involving the assistance of the leading 
accountancy schools where required, 
should ideally involve the examiners 
themselves (if in a supervisory capacity 
only); these courses could be operated 
in all main centres and would bring a 
greater degree of uniformity in the 
appreciation of what the professional 
examinations really sought to achieve. 
Moreover, ACASS would have a positive 
role to play in disseminating the support- 
ing material issued on such courses to 
those of their members who were unable 
to attend physically. 


COMPANY ACCOUNTS 
AT SHEFFIELD 


THE next in the series of whole-day 
courses organized by Sheffield CASS 
takes place at Sheffield Polytechnic on 
November gth when Mr A. C. Ryder, 
M.A, A.C.A., of Foulks Lynch, will lead 
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a course for Intermediate students on 
company accounts, commencing at 9.15 
a.m. The course fee is 30p. 

Those proposing to attend should 
advise Mr Noble Hanlon, A.C.A., Sec- 
retary, Joint Tuition Committee, Sheffield 
and District Society of Chartered 
Accountants, 22Norfolk Row, Sheffield 
Sı 2PA. 


BRADFORD’S SUCCESSFUL 
TWO-DAY COURSE 


"THE well attended recent two-day course 
on estate duty, costing and management 
accountancy run by lecturers from J. D. 
Hewitson & Co for Bradford CASS was 
a clear indication that ‘Word was 
getting around’ of the Society’s good 


work in expanding its educational 
activities. 
The course director, Mr J. D. 


Hewitson, F.c.a., addressed Final Part I 
students on estate duty and Mr G. M. 
Ross, A.C.A., addressed final Part II 
students on costing and management 
accountancy. Each student was provided 
with a comprehensive course manual 
which covered all the subject-matter of 
the course. Those who attended this 
first step into the field of day courses by 
the Society found the course extremely 
worth while and more will be arranged 
early in the New Year. 


Peak District Treasure Hunt 


AFTER a late start due to a mild cloud- 
burst, this infamous ʻevent organized 
by Sheffield CASS on Sunday, Septem- 
ber 16th got under way. Cars left at five- 
minute intervals, although in the event 
they did not return with such punctuality. 
The last contestant having been dis- 
patched around 1740 hrs, the Society’s 
former secretary, Harvey Farber, and 
Karen Peart proceeded along the route 
to judge the progress of the rallyers. 
Language of a very genteel nature could 
be heard throughout the Peak District 
as contestants grappled with the 
clues. 

Eventually, the route was completed, 
or so they thought, as several cars 
appeared at the finishing point only to 
be shown page 4 of the guide. By this 
time it was becoming quite dark and the 
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possibility of a search party was not 
ruled out. At long last, sometime around 
2015 hrs, the first car completed the 
tortuous circuit and the occupants stag- 
gered out for a more than welcome pint. 

Fortunately, the marking of the papers 
did not take as long as the Institute seem 
to take, and the result was apparent 
early on. Of all the contestants, only one 
managed to find a live animal as requested, 
nobody a 1971-72 football programme, 
only one a peeled hard-boiled egg, and 
surprise surprise, no one had the courage 
to admit to finding a warm bra. Still, all 
participants clamoured for a repeat 
performance in 1974. 

Winners: Tony Martin and Jean 
Martin. Runners-up: Melvyn Kalman and 
Steve Howard. Booby: Mark Lodge and 
Ray Hadley. 
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ACCA REVISION COURSE 
IN DUBLIN 


Tus month, The Association of Certified 
Accountants’ Dublin and District 
Students’ Society is to start a three-week 
revision course for the Association’s 
December examinations. The course is 
being held at the Irish Management 
Institute, Orwell Road, Dublin, on the 
week-ends October 19th-23rd and No- 
vember 2nd-—sth and 16th-roth. 

Further particulars and application 
forms are available from the Society’s 
secretary, Michael Martin, 38 Dawson 
Street, Dublin 2. Telephone 787063. 


CONTINUING ENTERPRISE 
IN IRELAND 


STUDENT membership of The Association 
of Certified Accountants’ Irish Region 
now totals over 1,700, according to the 
recently appointed secretary of the 
Region, Mr Enda A. Ryan, B.comM., 
GRAD.1.P.M., writing in the second issue 
of The Irish Students’ Newsletter. The 
Newsletter was first launched by the 
Association’s Dublin and District Stu- 
dents’ Society earlier this year to improve 
communication among members and was 
reviewed in ‘Roundabout’ on May ryth. 

Mr Ryan rightly regards education as 
a ‘top priority’ and stresses the need for 
co-operation with other accountancy 
bodies in Ireland ‘so that a strong and 
united effort can be made to secure 
adequate facilities’, Both public and 
private sectors have been contacted to 
ascertain what educational facilities are 
at present available for Irish students and 


‘what proposals they have for the Associ- 


ation’s revision courses. 

This second edition of the Newsletter 
is a distinct improvement on the first 
one. It contains, among other features, a 
useful ‘technical section’ comprising 
articles of interest for the Association’s 
students at all levels of study. 


DETECTION IN MANCHESTER 
AT a luncheon meeting for members of 
Manchester CASS on October 23rd, 
Detective Inspector Webster of the Com- 
mercial Branch of Manchester and 
Salford Police, will be talking on his work 
in the Fraud Squad. The meeting, 
preceded by buffet lunch at 12.45 p.m., 
will be held at the Manchester Club, 81 
King Street, Manchester 2. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT Are TUITION HOUSE, LONDON SW19 4DS 


Tel. 01-947 2211 


'4-hour Recording Service — 61-946 1102 — Prospectus only) 
Accredited by the Council for the Accreditation of Correspondence Colleges 
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Results of Examinations held in May 1973 


PART V 


The S. Laurence Gill Prize for first place in Part V: Smith, P A., Derby 
The Lewton Coronation Prize for Financial Management: Luck, V. L., Knowle, Warwicks 
The Harold Wilmot Prize for Management Printiples and Practice: Young, L. R. H., South Croydon 


Abbott, D, M., Liphook 

Abraham, R. C., Reading 

Adekoya, D. A., London E13 
Adenubi, F. O., London NW 4 4RL 
Adeyemo, A. A. A., London SW2 
Adkins, R. T., Alcester 

Akano, J. J., Apapa 

Akinde, S. A., London Ero 
Akinnawo, J. A., London SEx 
Akintola, M. A., London W10 
Akiode, O. E., London E7 
Akomeah, K., London NW4 

Alao, S. O. O., London N7 
Alexander, J., Stoke-on-Trent 

Ali, A. T., London W2 3AB 

Ali, S. N. Morden 

Allmand, I. D., Wrexham 

Amanor, F. K., London 
Anandarajah, A. J., London NW3 


IBE 
Anderson, I. M., Lincoln 
Angell, CG. S., Coventry 
Archibald, D. R., Benoni 
Artis, B., Dover ' 
Asirvatham, A. J., Mkushi 
Aston, R., Whatton 
Austwick, W. M., Warrington 


Badenhorst, J. H., Germiston 
Bagg, J. M., Newport 
Baggett, R. B., Leek 

Bagley, C. N., Kersney 
Bailey, K. E., High Wycombe 
Baird, J. H., Lisburn 

Baker, D. J. H., Wakefield 
Balakrishnadas, T. R., Lusaka 
Balchan, N., Wembley 
Baldwin, R. A. O., Eastwood 
Ball, M. F., Mansfield 
Bardai, N, M., Birmingham 
Barker, J. R., York 

Barrett, K., near Leeds 
Bartlett, N., Hordle 
Bateman, M., Tamworth 
Baxter, A. W., Ravenshead 
Beale, A. M., Coventry 
Beard, J. A., Huddersfield 
Bedi, K. K., London SW2 
Bendall, R. S., Southampton 
Benjamin, 5. G., Derby 
Benn, R. R., Dudley 

Bennett, C., Peterlee 

Bennett Roderic, R. I., Mudeford 
Berryman, A. T., West Bridgford 
Bicknell, A. S., Solihull 
Birnie, P. E., Peterborough 
Birtle, M. W., Billingham 
Bishop, O. B. J., Birmingham 
Bishop, P. J., Bromsgrove 
Biswas, A. K., London SW 12 
Black, D. I., Middlesbrough 
Blizzard, D. J., Bromsgrove 
Bloodworth, I., Wembley 
Bolton, D. E., Marchwood 
Bond, P. W., Pensby 

Booth, M. V., Abingdon 
Booth, P. A., Bradford 

Booth, S., Rotherham 

Boult, C. J., Liverpool 
Bowers, M. R., Scunthorpe 
Bowie, K., West Kilbride 
Bowring, J. M., Bournemouth 
Boyer, W., London SW 12 
Boyles, C. G., Newport 


Boyles, P. R., Mountfitchet 
Bradbury, R. A., Hazlemere 
Bradley, K., Woodlesford 
Brandwood, A. F., Bolton 
Bremner, I. M., Stotfold near 
Hitchin 
Brennand, S., Warwick 
Brett, N. J., London E12 5EY 
Brock, J. A. W., Northampton 
Bromley, J. R. T., Hornchurch 
Brook, D., Aldridge 
Brookfield, W., Dacma 
Broughan, D. F., Shankill 
Brown, D. G., Luton 
Brown, J. T., Blackpool 
Brown, P. A., Manchester 
Brown, S. M., Abergavenny 
Brownlow, P., Leeds 
Buchan, J. L., Crewe 
Buckman, G. J., Harlow 
Budd, S. A., Swindon 
Butler, B. E., West Hartlepool 
Butler, D., Tipton 
Butler, S. P., Beeston 


Cadoo, M., Dublin 

Cage, C. J., Bury St Edmunds 
Caine, E. A., Denmead 

Calvert, J. A., Rugby 

Capel, J. W., Bristol 

Carpenter, À. J., Pinner 

Carroll, M. D., Croydon 

Carter, R. A., Worksop 
Cartwright, T. J., Rugeley 
Caseldine, E. E., Todwick 

Cave, M. R., Stockport 
Cawthrow, R. 5., Copmanthorpe 
Chamberlain, I. P., Bracknell 
Chambers, M. R., Thornton 
Chan Kwok Mow, K. M., London 


SWig 
Chappell, A., Woodthorpe 
Charlesworth, K., Huddersfield 
Chaudhrey, G. A., London SWr7 


9 
Chawner, J., Altrincham 
Cheek, L. A., Nuneaton 
Childs, M. P., Retford 
Chubb, E. F., London NW3 
Clark, B. G., Lincoln 
Clark, G. A., Newbury 
Clarke, V. J., London N13 
Clegg, P. A., Rochdale 
Clish, K., Hetton-le-Hole 
Coates, B. E., London SE26 
Cogman, D. O., Norwich 
Cohen, R. M., Goodwood West 
Collins, J. S., Somerset West 
Collis, P. J., Fareham 
Concannon, R. F., Coalville 
Condon, P. J., Twickenham 
Constable, M. J., Blackburn 
Cook, B. L., Enfield 
Coole, S., London E6 
Cooper, A. G., Edenvale 
Cooper, D. M., Wimborne 
Cooper, G., Sheffield 
Coram, J. D., Bradford 
Corbitt, T. J., Syston 
Corfield, J., Kempsey 
Cosier, P. S., Derby 
Cottingham, J., Dibden Purlieu 
Court, I. C. J., Bolton 
Coyne, M. F., Hyde 


Crawford, H. S., Sandy 
Cremer, M, D., Portchester 
Crisp, T., Farnborough 
Crocker, P. S., Leicester 
Cropper, D., Winchester 
Cross, I. C., Maidstone 
Cruickshank, B. N., Cardiff 
Cumming, A. J., Aberdeen 
Cunningham, K. F., Goodmayes 
Curran, J. A., Killorglin 
Currie, L. J., Metheringam 


Daniel, R. W., Blyth 

Daniels, R. S., Maidstone 
Daramola, S. O., Leeds 7 

Davies, N. P., Kinlet 

Davies, P. F., London SE25 5HF 
Davies, P. I., Croydon 

Davison, M. J., Beckenham 

De Mel, A. P. E., Colombo 

De Silva, G. D. R., Colombo 

De Silva, H. P. J. Rajagiriya 

De Silva, K. P. B., Mount Lavinia 
De Silva, S. J. E., Colombo 
Dean, D. R., St Helens 

Dennis, A. P., London W5 
Denny, D. F., Birmingham 30 
Dickin, K. M., Newcastle 

Dixon, N. J., York 

Donachie, P. S., Benoni 
Donoghue, T., Manchester 
Dorren, A. C., Luton 

Dowling, B. P., Chesham 

Down, J. F., Weymouth 
Downer, A. V. F., Dublin 
Draper, A. M., Barrow-on-Trent 
Drummond, W. J. N., Harlington 
Dunkley, D. A. J., Northampton 
Dwolatzky, L. E., Rosettenville 
Dyer, K. E., Bury 

Dyson, A., Tadcaster 

Dyson, I., Warrington 


Earley, F. J., Stalybridge 
Easter, T. R., Ipswich 
Eastwood, M., New Malden 
Eden, G. H., Birmingham 
Elkin, P. M., Hounslow 
Elliott, P. G., West Derby 
Elliott, R., York 

Elster, T. A., Skipton 
English, G. P., Countesthorpe 
Ennis, J. B., Malahide 
Evans, D. T., Lampeter 
Evans, J., Droitwich 

Evans, J. W., Beeston 
Evans, P. J., Slough 


Feest, G. P., Colchester 
Fellows, H. C., Dudley 
Fernando, H. M., Colombo 
Fernando, S. J., Colombo 
Ferrito, S, A., Hamrun 

Fisher, J. W., Ferrers 

Fisher, M. J., Stockton-on-Tees 
Fletcher, M. K., Stockport 
Flower, J. W., South Cave, Brough 
Ford, A. L., Wirral 

Ford, C. D., Street 

Ford, W. J., Wirral 

Fortescue, J. R., Leicester 
Francis, M. W., Luton 
Freeman, S. R., Enfield 

Froise, H., Natal 

Fyfe, K. L., Swansea 


Gabbott, J. L., Liverpool 

Gair, E., Gateshead 
Galappatti, A., Colombo 

Gale, D. M., Bilborough 
Ganatra, S. A., Romford 
Ganegoda, S. S., Colombo 
Garfin, C. P., Leigh 

Gee, J. S., Derby 

Gels:on, N. G., Glasgow 
Gibson, W., Coatbridge 
Gilbert, I. A., Dundee 

Glen, J. B., Reading 

Goater, G. P., Tonbridge 
Goldstraw, E. R., Hemel Hempstead 
Goodman, G. M., Penn 
Goodman, M. C., Birmingham 
Gormley, G., Hounslow 
Gouldstone, M. N., Salisbury 
Gracie, J. M., Cheam 

Grafton, G. E., Kitwe 
Graham, H., Maryport 

Gray, L. J., Brierley Hill 

Gray, R. A., Formby 

Green, B. R., Maidenhead 
Green, K., Wigan 

Green, R. V., Brigg 
Greenwood, P. G., Sowerby Bridge 
Grey, R. J., Lamco-Buchanan 
Gribben, L. A., London Nro 
Grierson, J. M., Camberley 
Griffiths, P. D., Newport 
Grimshaw, J. E., Chippenham 
Grive, D. J., Rickmansworth 
Gunawardena, D. J., Colombo 
Gwee Lian Kheng, L. K., Singapore 


Hagan, J. M., Liverpool 

Haines, R. E., Shepperton 

Hall, S. L., Stourport-on-Severn 

Hallførd, R., Rotherham 

Hames, A. J., Watford 

Hamilton, B. D., Derby 

Hamilton, R., Bepo 39 

Hammersley, N. J., New Malden 

Hamson, N., Worthing 

Hannah, I. R., Kilmarnock 

Hare, D. A., Haxby 

Harkin, P. E., Stillorgan 

Harman, P. G., Southall 

Harries, C., Stourbridge 

Harris, D., Paignton 

Hart, A. G. K., Northwich 

Harvey, J. W., Cramlington 

Harvey, 5. W., Romsey 

Hatchard, D.S., Southsea 

Hawes, A.J. C., High Wycombe 

Hawley, J. K. E., Derby 

Hayes, L. R., Maidstone 

Heathcote, J. M., West Hallam 

Heatley, T. J., Leicester 

Heaton, E. H., Wolverhampton 

Hefford, C. R., Rugby 

Henderson, M. J. M., Coventry 

Heng Cher Joo, Singapore 

Hepplestone, A. C., Mottram in 
Longdendale 

Heron, M. J., Sidcup 

Heston, M. W., Swinton 

Hewitt, P. G., Haxby 

Hill, B., Walesbar 

Hillier, K. F., Calne 

Holder, M. J., Stockport 

Holland, D. A., Oldham 

Holmes, A. J., Northwich 

Holt, A., Haslingden 

Hopper, G. A., London W5 

Hoult, C. G., Nottingham 

Houston, T. A., London W7 

Howard, P. D., Coventry ` 

Howell, W. E. D., Wolverhampton 

Hudson, D. K., Ilford 






$] 


October 11th, 1973 


Hughes, A. S., Birmingham 
Hughes, E. T., Twickenham 
Hughes, G., Tyldesley 
Hughes, M.S., Ammanford 
Hughes, R., Leicester 
Hunter, R., Buckhaven 
Hurst, P. W., Nairobi 
Hussain, T. A., Alwiyah 
Huyton, D. R., Bath 


Inglis, J. B., Hamilton 
Irving, A. S., Sittingbourne 


Jackson, W. L. H., Lockerbie 
Jacobs, L., Glasgow 
Jamieson, J. W., Belfast 
Jamieson, P. G., Newtownabbey 
Jaques, P. W, F., Gravesend 
Jasani, N. M., Willow Park 
Jayamaha, D. A. A., Colombo 
Jefirey, J. G., Belmont 
Jenkins, M, D., St Albans 
Jenkins, W. G. F., Benfleet 
Johnson, D. C., Shifnal 
Johnson, M. J., London N22 
Johnson, T. G., West Byfleet 
Jones, D. K., Llanelli 

Jones, D. P., Mufuliba 

Jones, M., Dacma 

Jones, N. G., Harpenden 
Jones, R. S., Cape Town 
Judd, M. J., West Wickham 
Jury, C. R., Newport 


Kapalata, P., Derby 

Kapur, V., Manchester 
Karunanayake, L., Colombo 
Karunaratne, D. D., Colombo 
Karunaratne, N. S., Colombo 
Keeley, S. H., Gosport 
Kelleher, J. J., Sutton 

Kelly, W, B., Enfield 

Kemp, L, A. S., Falkirk 
Kendall, R. C., Fernhill Heath 
Kendrick, D. M., Northwich 
Kenneally, A., Cork 
Kennedy, J. B., Belfast 
Kerby, A. G., Romford 

Kidd, D. G., Brickhill 

King, D., Poole 

Kipling, G. A., York 
Kirkbride, P. J., Croydon 
Kirton, B. P., Syston 

Kirton, P. G., London 
Kistner, G. A., Epsom 
Knight, D. J., Warrington 
Knotwell, E. W., Pinner =, * 


Lamsdale, P. G., Bridgnorth 
Land, D., Sheffield 

Langevad, N. E., London 
Latham, B. P., Horsham 
Latunbosun, $. O., London N22 
Lavelle, P, K., Pontypool 
Lawson, D. T., Normanton 
Leach, A. R. J., Gloucester 
Leaver, P., Crowborough 

Lee Kim Huat, J., Singapore 
Lee Siew Seng, Singapore 3 
Lewis, D. R kenley 

Liew Chee Keon, Singapore 
Lim Fong Mee, London NW6 
Lindsay, J., Wickmore 
Linger, D. J., Sharnbrook 
Linnell, M.J., Orpington 
Littlewood, D, J., Ruislip 
Loane, B. N., Galway 

Long, P., Woolwich 
Longhorn, C, G., Bletchley 
Lowe, W. B., Glasgow 

Lucitt, M. F., Newbridge 
Luck, V. L., Knowle 
Lucking, K. J., Chichester 
Luscombe, R. W., Saffron Walden 
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Lyden, J. K., Gorseinon 


McCluskey, H., London SW18 

McConnell, J. S., Fulwood Park 

McEvoy, M. G., Belfast 

McGaw, G. W., Newcastle upon 
Tyne 

McGuinness, T., Manchester 

McIntosh, F., Hounslow 

McKenna, J. W., Chesterfield 

McMurtrie, R. D. D., Newcastle 


upon Tyne 
McVittie, C. J., Wells 
Macey, P. R., New Milton 
Mackie, J. S., Motherwell 
Maddock, C., East Goscote 
Madgwick, P. W., Southampton 
Mahboob, K. L. M., Colombo 
Mansoor, C. I., Southport 
Merchant, S. R., Rushden 
Marnoch, D. G., Aberdeen 
Marsh, W. J., Rugby 
Martin, M. L., Harlow 
Martin, M. P., Galgate 
Martin, R. A., Worsley 
Mason, P. C., Long Eaton 
Matthews, W. W., Belfast 
Mawby, J. A., Leicester 
Maye, S. F., Glasgow 
Mellor, I. G., Batley 
Merchant, D. H., Fife 
Michael, K. D. J., Pugoda 
Middleton, R., Billingham 
Mikell, S. P., Matfen 
Miles, G. J., Fareham 
Miller, I. R., Bingham 
Milthorpe, G., Halifax 
Milton, M. R., Leicester 
Milton, R. G., London SW 18 
Mitchell, G. E., Clane 
Mitra, D. J., Calcutta r9 
Modile, H. K. A., London SWọ 
Montgomery, J. A., Glasgow 
Moore, P. N., York 
Moore, S., Whalley 
Morafa, A., London SW17 
Moran, E. B., Ndola 
Morgan, D. T., Poole 
Morgan, J. C., Runcorn 
Morley, D. J., Fleet 
Morley, E., London 
Moroney, D. S., Naas 
Morris, P. E., Beckenham 
Morrisson, V., Wednesbury 
Moss, D. J., London N8 
Moss, G., Sheffield 
Mountford, G. B., Great Barr 
Mukundan, K., Bahrain 
Muller, J. H., Barking 
Murphy, M. J., Garvagh 
Murphy, T. M., London N8 
Murray, D. F., Wallington 
Murray, W., London NA 2 TB 
Myers, D. K., Poole 


Narenthiran, A., London SW 12 
Nash, T., Wolverhampton 
Neale, M. L., Kitwe 

Nelson, G. H. E., London E2 
Neville B. M., Lusaka 

Nizam, M., Thihariya 

Norton, D. H., Manchester 
Nsiah, S. K., Walsall 
Nyirenda, B. G. C., Sheffield 


Odelana, J. A., Ikeja 

Ogbeta, R. M., Walsall 
Ogunlana, J. B., London Gro 
Ogunleye, A., Walsall 
Okonkwo, O. J., Manchester 
Olarewaju. I. A., Handsworth 
Olawuyi, O. A., Wednesbury 
Orourke, C. P., High Wycombe 
Osborn, P., Leeds 


JOHN FOORD & 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Osunjimi, A. E., Lagos 
Owen, A., Welwyn Garden City 
Owens, M. F., J., Walsall 


Palaninathan, V., Ratnapura 
Parfitt, R. A., Wokingham 
Paris, T. G., Shrewsbury 
Parker, I. K., Towcester 
Parker, S., Luton 

Parkes, P. E., Northwich 
Parkin, K. H., Derby 
Parkinson, A. T., Selefarm 
Parriss, D. J., Rugby 
Parrott, D. R. C., Wigan 
Parsley, V. A., Somerset 
Pater, R. H. D., Poklip River 
Paterson, R. H., Kingston 
Pathirana, T. S., Colombo 6 
Pawson, T., Keighley 
Payne, E. B., London NW3 
Payne, J. J., Chelmsford 
Pearson, R. F., Walsall 

Peat, T. R. L., Stockport 
Pee Tian Kee, Singapore 
Peers, K. E., Reading 

Peiris, T. S. P., Dehiwela 
Pendlebury, I. G., Manchester 
Pepperell, R., Plymouth 
Perera, D, B., Colombo 
Perera, T. P., Moratjwa 
Peters, A. D., High Wycombe 
Petrovitch, P., London SW6 
Phillips, P. F. E., Aylesbury 
Pikett, P. I., Peterborough 
Pimbley, M. H., Wirral 
Pinnock, R., Stoke-on-Trent 
Pitt, H. G., Belper 

Planche, H., Banstead 

Plant, R. E., Bourne 
Pointon, K, R., Ightham 
Portch, B. C., Pinner 

Potter, S. D., Derby 

Potter Cogan, J. F., Midleton 
Powell, D. C. E., Northborough 
Power, A. V., Stourbridge 
Preece, D. T., Lichfield 
Preston, A. R., Eastwood 
Price, T. P. P., Llay 


Quayum, S. A., London N4 
Quigley, J., Bolton 
Quinn, M., Dublin 


Rabone, P. J., Penkridge 

Rae, J. A., Darlington 

Rahman, S. E., Ndola 
Rajalingam, N., Dehiwela 
Rajasundram, B., Brighton 
Rangarajan, K., London Nr 
Ratcliffe, P. K., London NW6 
Rawstorne, E, M. G., Salisbury 
Raybould, I. J., Cannock 
Reader, N. F., Taunton 
Redfern, A., St Albans 

Reid, R., Barry 

Reilly, T. S., Durban 
Rennison, D., Winchester 
Richardson, A. C., Wednesbury 
Richmond, A. D., Glasgow 
Rider, J. P., Wellington 

Ring, J. A., Dublin 

Roberts, M. L., Willenhall 
Roberts, P. D., London N16 
Robinson, H., Darlington 
Robinson, S. D., Huddersfield 
Rochelle, R. K., Stourbridge 
Rogals, A. B. H., Saffron Walden 
Roots, B., Rochester 
Rukerebuka, M. C., Derby 


Salam, M. A., Karachi 
Salisbury, P., Thetford 
Salvin, I., London W11 
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Sandpearl, M. B., Leeds 
Sapra, G. S., London WC2 
Sargeson, G., Manchester 
Saunby, K., Wigan 

Saywell, R. J., Leamington Spa 
Schofield, A. H., Bolton 
Scholes, B. M., Luton 
Scicluna, C. S. A., Bikara 
Scott, M. C., Dursley 
Scourfield, G. R., Camberley 
Seaman, T. N. M., Dinas Powis 
Seevaratnam, N., Colombo 
Sergeant, J. W., East Finchley 
Seth Bin Ali, B. A., London SW6 
Shah, B., Wembley 

Shah, B. P., Luton 

Shah, M P., London SW17 
Shepherd, M., Larkfield 
Shunia, Y. Y., Birmingham 
Siddeek, M. I. M., Colombo 
Silcock, R. P., Surbiton 
Silva, T., Colombo 

Simons, J. M., Bromsgrove 
Simpson, I., Burnham-on-Sea 
Simpson, M., West Auckland 
Sinclair, R. G. H., Glasgow 
Singhal, M. P., New Malden 
Sirikanda, S., Glasgow 
Skinn, D., Teesside 

Slater, J. R., Croydon 

Slater, T,, Camberley 
Smales, P., Elloughton 
Small, G, C., Manchester 
Smith, A. J., Southampton 
Smith, C. R., Chatham 
Smith, G. M., Paisley 

Smith, G. M., Brierley Hill 
Smith, P. A., Derby 

Smith, P. E., Hessle 

Smith, P. H., Kitwe 

Smith, R. I., Blackburn 
Smith, S. J., Bury 

Solomon, A. I., Nugegoda 
Song Chap Fah, Birmingham 
Sornalingam, T., Colombo 
Squibb, P. W., Birmingham 
Stables, G. A., Bury 

Stamp, A. J., Dalmuir 
Standley, R., Leicester 
Standord, D., Cheadle 
Stephens, G. J., Bristol 
Stephens, P., Wallasey 
Stevens, B. J., Esher 
Stevenson, M., Derby 
Stewart, B., Fife 

Stewart, R., Winchester 
Stickland, P. C., Bath 

Stone, P. W., Maidstone 
Stote, B. R., Bristol 

Stretch, D. A., Wrexham 
Stubbs, R. J., York 
Subramanian, N., Ganaur 
Sullivan, R., Northampton 
Summerfield, R., Shifnal 
Sutton, G., Chesterfield 
Sweeney, T., Ashton under Lyne 


Taj, M., Walsall 

Tapper, R. G., Durban 

Tatton, P. A., Manchester 

Tay, P. L., London SW18 
Taylor, A. D., Kilmarnock 
Taylor, A. H., Liverpool 

Taylor, C. F., Abergele 

Taylor, H. D., Leeds 

Taylor, H. N., Benoni 

Taylor, J. M., Sunderland 
Taylor, M. R., Nottingham 
Taylor, W. G. L., Oughtbridge 
Tetlow, M. D., Dacma 
Thammajuckul, S., London Wro 
Thara, Y. H., Karachi 

Thomas, D. B., Maidstone 
Thomas, R. G. A., Stoke-on-Trent 


01—402 8361 
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Thomas, R. J., Antwerp 

T hompson, A. L., Dewsbury 
Thompson, H. E., Garforth 
Thompson, J. W. ` Kettering 
Thomson, J., Glasgow 
‘Thurgood, A., Bracknell 
Tierney, P. J., Killester 

Tilley, M. J., Markfield 

Tipler, R. B., Salisbury 

Toh Kok Swee, Singapore 
‘Tomes, D. M., Fife 

Topping, F. H., West Bromwich 
‘Treleaven, G. H. F., Potters Bar 
Turner, J. R. ` Canterbury 
‘Turner, W., Glasgow 

Turpitt, N. J. R., Clophill 
Turton, J. R., Kidderminster 


Velayuthen, M. R., Colombo 
Venkiteswaran, S., London NW2 


3 
Verma, R. S., Calcutta 16 
Verma, V. D., London E11 
Visvanathan, S5., Colombo 6 


Waine, M. T., Leyland 
Walker, C., Weeping Cross 
Walker, L. E., Glasgow 
Walsh, J. G., Chorley 
Walton; W. R., Leeds 
Warner, D. M, Maidenhead 
Warren, C. J., London SW3 
Wastell, E. eg Beith 
Waters, R. P., Sittingbourne 
Watson, M. J., Scarborough 
Watson, W. O., Johannesburg 
Way, M.P., Bridgwater 
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Weingard, S. H., Manchester 
Wells, A. B., East Barnet 

Wells, D. H., Leicester 

Westwell, M. J., Southampton 
Wharton, A. J., Totton 

Whitaker, J. M., Woodford Green 
Whitworth, J. D., Rickmansworth 
Widdowson, J. B., North Wingfield 
Wild, R. S., Heni ley 
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Webb, K. C., Reading Zuk, Z., Liverpool Naylor, M. A. P., Bexley Heath Munro, J., Hamilton 
Summary of Results 
HOME AND OVERSEAS 
PASSED 

r _ E EE Total 
Pant I II HI IV Vv I&II | II & III | HI &IV| IV &V|III&V]| Total | Referred| Failed SC 
Part I D zi 873 873° 84 1,617 2,574 
Part II n. 835 835 | gr | 1133 | 2,059 
Part III eg 832 832 82 1,201 2118 
Part Iv a 596 ES i 596 24 827 1,447 
Part V 661 661 96 | roro | 1,767 
Parts I&II i 259 68 185 512 37 436 985 
Parts I&II .. 104 34 65 203 20 187 410 
Parts Til & Iv + 102 38 113 253 18 150 421 
Parts IV & V 59 23 53 135 9 112 256 
Parts III, IV & V 1 1 2 Se r 3 
Parts I&V I 2 = H 3 
Totals 1,132 1,007 969 693 685 185 65 114 53 4,904 461 6,675 |12,040 
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PROFESSIONAL NOTICES 


COOPER-PARRY, WATSON, SOWTER & 
Co, Chartered Accountants, of Derby, 
Burton-on-Trent, Ashbourne and Long 
Eaton, announce the admission to partner- 
ship on October rst, 1973, of Mr ALAN 
ARTHUR WOODS, A.C.A. 


Harotp Evererr, Wrerorp & Co, 
Chartered Accountants, announce the 
admission of Messrs G. P. GOLBEY, A.C.A., 
and M. T. Nemxo, A.C.A., into the 
partnership as from October ist, 1973. 


F. Gren & Co, Chartered Account- 
ants, of Stoke-on-Trent, announce that 
Mr J. Warp ceased to be a partner in the 
firm on September 30th, 1973, on his 
appointment as group chief accountant 
of Frev’k H. Burcess LIMITED of 
Stafford. ` 


Harper, FEATHER & PATERSON, Char- 
tered Accountants, anfounce the retire- 
ment of Mr CYRIL BERTRAM LEA, F.C.A., 
and Mr Hoen THOMAS, F.c.A., with effect 
from July 31st, 1973. Mr Eric EDWARD 
DOWNING, F.C.A, and Mr ADRIAN 
MICHAEL FEATHER, A.C.A., have been 
admitted to the partnership with effect 
from August Ist, 1973. 

Lomax, KING & ROTHMER, Chartered 
Accountants, announced that on Septem- 
ber 3oth, 1973, Mr Mrcnagt, COLIN, 
A.C.A, retired by mutual consent to 
enable him to accept directorships with 
certain client companies. 

Mettors, Baspen & Co, Chartered 
Accountants, of 38 Finsbury Square, 
London EC2 and Wunnen & Co, 
Chartered Accountants, of 23 College 
Hill, London EC4, announce that as from 
October ist, 1973, they are amalgamating 
their practices. Until suitable premises 
are found the two firms will continue in 
practice at their present addresses and 
without change of name. 


MELtors, Basoen & Co, Chartered 
Accountants, announce that as from 
September 30th, 1973, Mr A. W. Gorton, 
A.C.A., has retired from public practice 
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to devote himself full-time to his other 
business interests. 


Peat, Marwick, Mircuern & Co, 
Camborne partnership, announce the 
retirement on September 3oth, 1973, of 
Mr F. Warren, F.c.A. Mr Warren 
joined the firm 52 years ago and has been 
senior partner since April 1st, 1950. 


Rosson RuopEs & Co, Chartered 
Accountants, announce that Mr Andrew 
Pollock, A.C.A., was admitted as a partner 
with effect from October "et, 1973, at 
the firm’s Dewsbury Office. 


TuRQUANDS Barron MayHew & Co 
announce that Mr Douctas BEATON, C.A., 
has been appointed senior partner of their 
Far Eastern firm following the sudden 
death of Mr WALTER BELLAM towards the 
end of last month. 


WuINNEY Murray & Co announce 
that, in association with ERNST & ERNST, 
of USA, FELL & STARKEY, of Australia, 
and Wonc Tan & Co, of Hong Kong, 
they have commenced to practise in the 
name of WHINNEY MURRAY Ernst & 
ERNST at 3210-3213 Connaught Centre, 
Connaught Road Central, Hong Kong. 
The resident partners will be Messrs 
B. L. Luoyp, F.c.a(Aust.), A. C. 
CLAPPERTON, GA, M. K. Tan, F.C.A., 
K. K. Tan, F.c.a., and H. Y. Wone, 
A.C.A. 


The Council of The Association of 
Certified Accountants wishes to make it 
known that Mr David William Harris, 
formerly practising as an accountant at 
65-67 Western Road, Hove, is no longer 
a member of the Association. 


APPOINTMENTS 


Mr Rex Howell, a.c.c.a., has been 
appointed managing director of Elliot 
Business Machines, part of Dymo In- 
dustries. He was previously financial 
director and was also financial director 
and secretary of Dymo Industries. 


Mr C. H Longden, A.1.M.T.a., pre- 
viously deputy borough treasurer of 
Weston-super-Mare, has been appointed 
treasurer of Hove. 


Mr C. Mahoney, A.C.A., A.T.1.1., has 
been appointed chief accountant of 
Londis (Holdings). 

Mr R. C. Malyon, F.c.a., director of 
Websters Publications, has been made 
deputy managing director with effect 
from October ist. He is managing 
director of Websters Book Division. 


Mr P. H Quinn, F.c.a., has been 
appointed a director of Percy Lane 
Group, manufacturers of glazed alum- 
inium window assemblies for the motor 
vehicle, caravan and construction in- 
dustries. 


487 


Mr Roger Shepherd, a.c.a., has been 
appointed deputy financial controller 
of the Guthrie Corporation’s rubber 
manufacturing and textiles division. 

Mr Stanley M. Van Gelder, F.C.A., 
has joined the board of Cannon Assur- 
ance. He is a managing director if 
Keyser Ullmann Holdings. ? 

Mr V. C. Underhill, a.c.c.a., financial 
director of Sterling-Winthrop Group, 
has became assistant company secretary. 





` Mr V. (Underhill 


Mr P. Laye 


Mr Der Laye, r.c.m.a., has become 
group fiance director of Joseph Dawson 
Holding He was previously a divisional 
directorf Tootal. 


Mr CE. Thrall, .1.m.7.4., Hucknall 
UDC 'Easurer, is to become treasurer 
of Ashfid district council. 


Mr édrew M. L. Tuckey, A.C.A., 
has beesappointed a managing director 
of Barin Brothers & Co. 


Mr EL Watson, A.I.M.T.A., previously 
treasure of Cheadle RDC, has been 


appointe treasurer of Staffordshire 
Moorlan. 


Mr GW. Whitaker, F.c.c.a,, A.C.LS., 
for mar years company secretary of 
The Det Yacht Co, has been made 
financialrector. 


Mr I R. Whitelock, ¥F.c.a., has 
been apinted group chief accountant 
of The zorge Cohen 6o00 Group. Mr 
Whitelo: will continue as financial 
director’ George Cohen Sons & Co 
for the te being. 


Mr Kneth Jacques, F.c.1.s., deputy 
chairmaif Neepsend, has been elected 
chairmasf the Sheffield and District 
Branch the Institute of Chartered 
Secretarand Administrators, f 


FAIR TRADING 
AND NSUMER PROTECTION 


Two onay courses on ‘Fair trading 
and conser protection’ will be held by 
the Coll of Law (in conjunction with 
the Conrce and Industry group of the 
Law Sty) at St George’s Hotel, 
Liverpoon November erh, and at 
Bloomst Centre Hotel, London, on 
Novemt28th. The programme will 
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examine the effect of the Supply of 
Goods (Implied Terms) Act and the 
Fair Trading Act 1973 on sale and hire- 
purchase agreements; implied terms, 
exemption clauses, guarantees and en- 
forcement of claims; and changes made 
by the Fair Trading Act in the field of 
monopolies and restrictive practices. 

Applications, accompanied by the fee 
of {16-50 (inclusive of lunch, light 
refreshments, course material and VAT) 
should be addressed to the Regstrar of 
Continuing Education, College of Law, 
Braboeuf Manor, St Catherine’s Guild- 
ford GU3 1HA (0483 76711). 


DOUBLE TAXATION 
Barbados 


A Protocol amending the divider article 
in the Double Taxation Ageement 
between the United Kingdom ad Bar- 
bados was signed in Bridgetwn on 
September 18th. The Protocol i subject 
to approval by the House of Cmmons. 
The text will be published shetly as a 
Schedule to a draft Order in Cuncil. 


NORTH LONDON GRIUP 


The opening meeting of thet973~-74 
session of the North London Coup of 
the London and District Sdety of 
Chartered Accountants was eld on 


September 26th, when M Alan 
Donaldson, A.C.A., of Spicer an Pegler, 
spoke on ‘Unified Tax’. 


At the second meeting arrged for, 
Wednesday, October 17th, Mr ` Fonge 
Smith, of Hill Samuel & Co, w: talk on 
‘Exchange Control’. Meetings te held 
at the Torrington Arms, Lod Lane, 


North Finchley, London N12,t 7 for , 


4.30 pm, and further in:mation 
about the group is available »m the 
Secretary, Mr A. L. Plumpt; F.c.a. 
(Tel. 01-445 0242). i 


THAMES’ VALLEY SOCIY OF 
CHARTERED ACCOUN'NTS 


It is a long-standing traditiorhat the 
Thames Valley Society holds ‘annual 
dinner in one or other of thOxford 
Colleges, and on September :h, 162 
members and guests attendede 1973 
annual dinner held at Balliol Cige. 

The principal guest was : Lord 
Mayor of the City of Oxford, Jerman 
F. G. Ingram, who, in propng the 
toast to the Institute, drew attion to 
his own dealings with accounts while 
serving on the Finance Commi of the 
City of Oxford. SS. 

In replying on behalf of thestitute, 
Mr G. H. Kingsmill, M.NF.C.A., 
Council member from Swinc com- 
mented on professional ethicad the 
change in attitude towardmatters 
hitherto regarded as sacro:t. In 
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Mr W. G. Mackey, F.C.A., a partner in the 
national office of Whinney Murray & Co, who 
has been appointed receiver for Ryton indus- 
trial Holdings. Mr Mackey heads the Whinney 
Murray department dealing with receivership 
work. 


particular, the profession was looking 
anew at the vexed question of advertising. 

The Chairman of the Thames Valley 
Society, Mr W. G. K. Ames, F.c.a., 
welcomed and proposed the toast to the 
guests, and Mr R. A. B. Durrant, prospec- 
tive Member of Parliament for one of the 
Reading constituencies, gave a spirited 
reply. 

The cloistered calm of the oldest of the 
Oxford colleges provided a fine setting 
for the dinner and gave members and 
guests alike a welcome opportunity of 
withdrawing from the hustle and bustle 
of commercial and professional life. 


ICMA CONFERENCE 


The Co-ordinating Committee of The 
Institute of Cost and Management 
Accountants for the North West Area are 
organizing a day conference on ‘Corporate 
responsibility and management account- 
ing in the European environment’, on 
Wednesday, October 24th, at The Lord 
Daresbury Hotel, Daresbury, Cheshire. 

At the morning session, Mr R. M. 
Bateman, chairman of Turner & Newall 
and Deputy President of the CBI, will 
present a paper based on the CBI Report, 
ʻA new look at the responsibilities of the 
British public company’, in which he will 
discuss the role of private enterprise, and 
particularly the joint stock company, in a 
free society. 

In the afternoon, Mr P. J. W. Ambler, 
senior consultant, PA Management Con- 
sultants, will speak on the EEC and the 
management accountant. How will ‘being 
in Europe’ affect the management ac- 
countant? Will the business environment 
change? Will there be major changes in 
company law? Will different training be 
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required? These and many other matters 
~ including a survey of UK accountants’ 
views on what the EEC will bring — will 
all be discussed. 

The course fee is £9.90 and application 
forms and further details are available 
from Mr P. Holmes, A.c.M.a., 166 Pad- 
gate Lane, Warrington, Lancs. 


REVENUE PAPER 
Michaelmas Sittings 


The following cases are down for hearing 
during the Michaelmas Sittings 1973: 


House or Lorps 
CIR v. Mills 


Court OF APPEAL 


Malcolm-Brown and another v. Restorick 
Green v. CIR 

HMI of Taxes v. Wilmot Breeden Ltd 
Knight v. CIR 

HMI of Taxes v. Hitchin 

Buswell v. CIR 

C. & J. Clark Ltd v. CIR 

CIR v. Ocean Wilsons (Holdings) Ltd 
Taylor v. Good 

Murphy v. Ingram 

Joiner v. CIR 

Way v. Underdown. 


Interlocutory List 


Way v. Underdown 
Fen Farming Co v. Dunsford 


Droen Courr (Chancery Division) 


Way v. Underdown (Nos 8 and oi 

Ayerst v. C. & K. (Construction) Ltd 

Evans v, Pearce ~ 

St John’s School (Mountford & Knibbs) 
v. Ward 

Nicholson v. CIR 

Murphy v. Elders 

Hanstead Investments Ltd v. CIR 

Tarloch Singh v. Gordon 

Kidson v. Macdonald and Mawle (exors 
of Edwin Mawle, dec.) 

Temperley v. Visibell Ltd 

CIR v. Thompson Bros (London) Ltd (in 
voluntary liquidation) 


ORIGINATING MOTION 


Trimingham v. General Commissioners 
(Income Tax) for the Division of 
Hammersmith, London, and another. 


ECONOMIC SURVEYS 


Four further economic surveys in the 
series on member countries of the OECD 
have now been published covering 
Yugoslavia, Belgium-Luxembourg Eco- 
nomic Union, Denmark and the Nether- 
lands. Copies are available from HM 
Stationery Office, PO Box 569, London 
SEr 9NH, price 35p, by post 414p. 
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AUCTIONS and VALUATIONS 


of 


FACTORIES, PLANT and MACHINERY 


Henry Butcher & Co 
59/62 HIGH HOLBORN, LONDON WCAIV GEG 


Telephone 01-405 8411 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS BD18 3HH 
Telephone Shipley (STD 0274) 57444 


Butler Till- ` 
your open line to the money market. 








Whether you're raising capital for a special project, or 
looking for the most profitable and convenient way to use 
a cash surplus, call Butler Till. 


As leading money brokers, we can put you in instant 
touch with the money market. 


If you're a depositor, we can arrange terms 
through short or long-term deposits with local 
authorities, banks, finance houses, major 
companies, or through the purchase of sterling 
certificates of deposit. 


If you are looking for funds, short or long, we 
can also help. Our dealing rooms in London, 
Manchester, Edinburgh, Jersey—in association 
with Guy Butler & Co. (Jersey) Ltd. — and 

Dublin, in association with Dawson Money 
Brokers Ltd., provide immediate and up-to-the- 
minute information, as well as facilities for most 
competitive dealing. 


At Butler Till, we offer all you need to make the most 
efficient use of the money market. 


Call us soon. 


Butler Till Ltd. 


Money Brokers 


34 King Street, London, EC2V 8ER Tel: 01-606 8341 Manchester: 061-228 3521 Edinburgh: 031-225 6167 
Jersey: Jersey Centra! 37461-65 Dublin: 0001-782055 


A member of the Clive Group 








QUOTATIONS WILL BE MADE 
ON REQUEST WITHOUT OBLIGATION 
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Fixtures, Furniture, Plant & Fomm | 


Official Certificates : Industrial Stock-checking, 


issued for audit purposes Reconciliation of client’s records 
Detailed Stock Summaries . | if required and updating — 
| prepared for client’s Inventory files compiled for 
A information ` initial computer preparation. 
E Observation reports and advice are included where appropriate 
E as part of our service to clients | 


è 9 Golden Square, London WIR 4BY 


Telephone 01-434 1718/19/10 
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Yes, there is a totally secure, high performance investment. Standard Life. 
Peace of mind for you. And for your client. 








As an adviser, with your 
client totally dependent on 
your judgement, you can’t 
afford to take any chances. 
Any more than your client 
can afford to take a low return. 
It’s a problem. Because 
most safe investments aren’ t 
too profitable. And most 
highly profitable investments 
entail risk. Except one. 
A Standard Life policy. 
Standard Life, with assets 
of £1,000,000,000 is the 
country’s largest, most 
consistently successful, 
mutual assurance office. It 
gives your client total security, 
excellent life covey and a first- 
class return on his money. 
Now what more could he 
ask of you? 
































With profits endowment assurances taken out 
at age 30 and maturing after Ist March,1973. 


F -= 
£1,000 


Policy 1948 | 1953 | 1958 | 1963 
| effected i In 












—— cl 











E 25 20 15 10 
| Gory! Net | £865 | £879 | £893 | £930 





Amount 


ai 
in 1973 





£2,740|£2,261|£1,853| £1,463 
d 



























a 





| The net outlay figures assume that income tax 
= paid at the appropriate standard rates. All 
figures relate to policies effected in the U.K. 


STANDARD LIFE 


For peace of mind. 
Established 1825. Assets exceed £1,000,000,000 
Head Office: 3 George Street, Edinburgh. 


Branches throughout the United Kingdom 
and the Republic of Ireland. 
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informative Advertising Rejected 


NFORMATIVE advertising of the services offered by 
individual practising members and firms is not to form 


undergo fundamental changes. Thus, for instance, occur- 
rences which in an earlier age might have rated two lines 


part of the official policies of The Institute of Chartered under ‘Professional Notices’ have become the occasion for 


Accountants in England and Wales in the immediate 
future. The Council last week rejected, by a majority 


PR releases and press conferences. Possibly last week’s 
vote reflects, to some extent, a firm determination to allow 


officially described as ‘overwhelming’, 2 resolution from no further latitude to the small minority of firms and 


its Ethics Committee that ‘a firm of public accountants 
may inform the public of the services made available 
by the firm, such information being rigorously restricted to 
a bare statement of the services in question’. 

The committee’s views, exclusively reported in The 


individuals who are sometimes suspected, rightly or 
wrongly, of an unusual aptitude for exploiting loopholes 
in the present structure. 

One such loophole which has been remarked upon is a 
tendency to ‘adapt’ staff advertising in a way calculated to 


Accountant for October 4th, favoured the principle of draw attention to the services of the firm rather than to its 
informative advertising but subject to strict controls on need for employees. The Institute is known to be alive to 


such matters as size, design and layout. Such a development, 
it was argued, followed naturally from the need to justify 
any proposed restriction in the public interest. It was 
also desirable to dispe¥the public image of the profession 
as ‘a collection of people dealing exclusively with audits, 
tax and book-keeping’, and to protect its members in 
competition with unqualified practitioners and other 
institutions of greater or less repute. 


The Council has not been convinced in the event, 490 
and appears not to be within sight of being convinced, at 
that limited informative advertising would enhance the a98 
profession’s image, or that its members stand in need of\ gq, 
this form of support. 503 


It hardly seems necessary to rehearse once more the 
arguments for and against advertising in the context of 505 
the accountancy profession; though the suggestion that 
replacement of the present prohibitions by clearly defined 507 
rules on the type of advertising which is permitted would 
serve to dispel some ‘grey areas’ is less than conclusive. If Bid 
a line is to be drawn, as seems inevitable, at any point 


this development, and appears likely to deal appropriately 
with cases in which the existing rules on content, size and 
layout of staff advertisements have clearly been breached. 

To what extent the Council is in touch with the grass- 
roots view of the Institute’s membership on advertising 
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tions, and possibly of the Monopolies Commission report, 
has been a perceptible relaxation in application of the 
existing principles; no one is likely, after all, to press for 
Draconian enforcement of a rule which may be about to 
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del Prado, Madrid, which has been described as one of the most 
remarkable art galleries in the world. 
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bers owe their position to the new direct election procedure, 

`a "and no more than ten were elected prior to 1966, alle- 

fy pears of ‘unrépresentative’ or ‘reactionary’ policies may 

: bea little difficult to sustain. Certainly it was authoritatively 

< a meted: following last week’s decision, that only a small 

|, -` proportion of practising members were believed to support 

AP informative advertising of professional services and 

..< «further, that — failing an unprecedented margin of error 

‘x’ in sampling techniques — for many members it was not 
'<° one of the most burning contemporary issues. 

This evidence, a Council spokesman was careful to add, 

- represents the position ‘so far as can be determined’. 

Conceivably the correspondence columns of this journal may 


us OGETHER with the crocuses and daffodils, the new 
financial year’s rate demands herald the arrival of 
. spring. But unlike the flowers, rate demands evoke no 
. » spirit of spring in the hearts of the ratepayers. At the recent 
"1 <= "t annual conference of the Rating and Valuation Association 
© 5. it was made clear by a Minister of the Crown, by elected 
1. local representatives and not least by local government 
`" -` officials, that nothing in this respect was likely to change. 
¿7 © Mr Geoffrey Rippon, Secretary of State for the En- 
.. | vironment, was nevertheless gratified that the number of 
TZ", appeals against the recent valuation list was lower than 
©, w. anticipated. That this fact had little to do with any higher 
e ` standard of equity, which it was to be hoped would be 
> “achieved on this occasion, was made abundantly clear 

- by Mr Hector Wilks, F.R.1.C.5. - 

, 1 He had noted in reviewing the 1973 valuation lists that 
ae ae `. there were a number of inconsistencies; in particular, that 
-iñ some roads different multipliers had been used to revise 
wed Ve rateable value of houses. There was no significant 
"difference between the multipliers for council and private 
y houses, although it was reasonable to assume that the values 
‘of council houses might well be higher than they were. 
otee „Moreover, he was of the- opinion that virtually every 
e ~. industrialist in the country was paying less rates in the 
© "current financial year than in 1972-73. 

` Yet it is self evident, with the mounting rate demands 
. and every prospect that 1974-75 will see still sharper 
“ys, "> “increases — unless the imminence of a general election 
E persuades the Government to put still more grant moneys at 
‘> x. the disposal of local authorities next year — that the need 
z- for an equitable valuation list should override all other 

"considerations. 
We One of the most frequent criticisms of the rating system 
TI is that it is regressive — or at best, for the bulk of domestic 
~. * yatepayers, proportional in relation to income. The present 
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may yet be discovered. With a Council of which 23 mem- l 
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furnish some Setz information to broaden the sample. — 

Meanwhile, the Council has.acknowledged the existence 
of a public right of information to the extent of debating 
the Ethics Committee’s resolution — and this in itself 
represents a significant advance on what might have been 
thought possible a generation ago. However, having 
reached the position that advertising by individual firms 
is not the best means of achieving the ideal, it is left with 
the responsibility of devising effective and acceptable 
alternatives. S 

Save for those who have been brought up in the pro- 
fessional tradition, to assert that the need to know is out- 
weighed by conflict between commercial and professional 
views may not be a self-evident truth. 


E -Dismal Prospect for Rating 


system of rebates, from which some 800,000 ratepayers 
benefit, has done something to moderate the force of that 
basic criticism. Now, according to Mr Geoffrey Rippon, 
the Government intends to introduce a new scheme. 
which, if all those entitled to aid make application, will 
increase the number of those benefiting from the rate 
rebates to some three million. However gratifying this may 
be in terms of equity, it also means that the vast majority 
of householders will be contributing a larger share of rate 
revenues than at present. ` 

This by itself might not be so much a matter for concern, 
but when it is realized that the rat demands for 1974-75 
will reflect much of the cost of the reorganization of local 
government, the prospect for domestic ratepayers is 
daunting. Moreover, as Mr John Eyles, ¥.c.a., F.1.M.T.A., 
City Treasurer of Preston, made clear, pulling up the 
standard of services to the levels of the best authorities — 
one of the declared aims of reorganization — will ‘be an _ 
expensive business’, quite apart from the substantial costs 
involved in the reorganization itself. There are other costs 
as well. It is right and proper, of course, that officers 
approaching retirement who cannot be fitted into the new 
administrative structures should not suffer financial 
hardship ; it is equally important for ratepayers to know that 
the very generous terms being offered in such cases are not 
being exploited. 

The spate of discussion in recent years over the future . 
shape of local government finance and Che structure of the 
new grant system has obscured the fundamental con- 
sideration that local authority expenditure is rising in many 
cases faster than the disposable income of many house- 
holders. Furthermore, with the prospect of strong political 
party alignments which will undoubtedly characterize the 
new authorities, there is precious little hope that concern 
for the ratepayer’s money will be the paramount consider- 
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ation in the Town Halls. The fact is that while most local 
councillors are anxious to do what they can to improve the 
services and amenities which the authorities can offer, their 
ability to assess the relative priorities which should attach 
to particular items of expenditure and policies is rather less 
in evidence. 

Mr Eyles was right to stress that the value of the services 
provided by local authorities, in particular to the house- 
holder, is under-estimated by most ratepayers. It is 
undoubtedly true, too, that most ratepayers want to see 
services improved and expanded rather than any contraction 
largely in the belief that someone else will foot the bill. To 
the extent that the new and much extended system of 
rate rebates promised by Mr Rippon is effective, then it is 
clear that the charge that the rating system is regressive 
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loses much of its force. The interesting question is whether, 


despite substantial increases in the level of local authority. 


spending, the Government will consider it necessary to 
increase the proportion of that aggregate expenditure which 
it meets by grant. 


It is highly probable that the ratio of rate payments to 


disposable income in most households will, over the next 


decade, rise substantially. The only relief in sight is the ` 


possibility of the Government transferring to Whitehall one 


or some of the really expensive services, the cost of which ~ 


would then fall upon the taxpayer at large. This, of course, 


would diminish the role of local government; but a lot of - 
people may well begin to think that it would be a price , 


well worth paying if it means that local spending can be 
checked. 


Management Accountants’ 


New Syllabus 


Ge revisions of its pres- 
ent syllabus of examinations were 
announced by The Institute of Cost 
and Management Accountants earlier 
this week. The proposals are for a 
foundation stage, followed by a three- 
part professional examination. Part 
III of this will consist of papers in 
management accounting, financial 
` management, and corporate planning 
and control, and is described as 
‘the irreducible examiņation require- 
ments of this Institute’ from which 
no exemptions of any kind will be 
available. 

The major change implicit in these 
proposals is the introduction of the 
foundation stage, in response to the 
known preferences of universities and 
colleges for a common basic course in 

‘accountancy from which students can 
later opt for either industry or public 
practice. This stage, ‘envisaged as a 
one-year full-time course, but divided 
into two sections for the benefit of 
students not taking such a course’ 
comprises : 
Section A: Financial accounting, 
„cost accounting, economics. 
Section B: Mathematics and 
statistics, business law, organization 
of production. 


` In the course of a letter introducing 
the new syllabus to polytechnics and 
` major colleges, Miss K. M. Davidson, 


B.A., 
Institute, writes : 


chief education officer of the 


‘The revision of the syllabus has 
followed upon the raising of the 
Institute’s entry standard to include 
two GCE ‘A’ levels, and the course is 
therefore envisaged as a post ‘A’ level 
course which will be examined at post 
‘A’ level standard. 

‘The foundation stage provides a 
broad general view of accounting and 
its related subjects, and it is hoped 
that the majority of students will take 
the foundation stage as a one year 
full-time course. The Institute is 
prepared to consider schemes put 
forward by polytechnics and other 
major colleges for courses to be 
examined within the colleges and to be 
recognized for exemptions from the 
foundation stage examinations. During 
the course of the next few months 
colleges will be approached for dis- 
cussions on these proposals. 

‘The professional stage is divided 
into three parts and contains a con- 
centration of the professional aspects of 
the Institute’s subjects. It will be noted 
that the basic subjects are as strong as 
ever, but that we have devised a 
means of introducing behavioural 
sciences into the Organization and 
Marketing Management syllabus and 
also into the Management Accounting 
syllabus. The Education and Training 
Committee believes that this provides 
a realistic approach to human problems 
as they affect the management ac- 


countant. You will also note that there 
is an increased emphasis on production 
and on marketing and that the syllabus 
has been broadened in its management 
aspects,’ 


Reading lists, specimen question ` 


papers, transitional arrangements and 
exemptions will be announced during 
1974; the first examinations under the 
new syllabus will be held in May 1976 
and it is anticipated that colleges will 
begin teaching it in 1975. Among other 


benefits to be anticipated, the new 


structure will enable the Institute to 
develop a more logical policy of 
exemptions for graduates and for 
holders of other professional or 
academic qualifications. 


Professional Firms 
May Not Advertise 


LTERNATIVE methods of bring- 


ing the services of chartered ` 
accountants to public notice are being ` 


considered by the English Institute’s 


Council, which last week decisively `: 


rejected a resolution which would have 
opened the door to controlled ‘infor- 
mative advertising’ by member firms. 

Specific measures believed to be 
under review may include an updated 


edition of the earlier booklet See a’ 
Chartered Accountant and wider avail- . 
ability of the annual List of Members.. 


It may not, perhaps, be generally 
known that there is a considerable 


distribution of the List to such 


sources as banks and public libraries, 
where they are available for reference. 
The Council is committed to the 
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view that ‘advertising is symptomatic 
of a commercial approach, and is 
incompatible with the duty of a 
professional man to put his- clients’ 
interests first’. 


Slow Start to 


Inflation Enquiry 


HE Government’s decision to set 
up its own committee of enquiry 
into accounting for inflation, it will be 
remembered, was announced immedi- 
ately before the summer recess (The 
Accountant, August 2nd). As Parlia- 
ment reassembled, there were hopes 
of an early announcement of the 
committee’s membership and formal 
confirmation of its terms of reference. 
Suggestions that the professions — 
accountancy in particular — might be 
tempted to boycott the committee’s 
work have been authoritatively dis- 
counted. Notwithstanding the decision 
of the ASSC to proceed with a 
‘provisional’ standard of accounting 
practice based on the response to 
EDS, it is regarded as important that 
the accountancy profession’s views 
should be represented on the com- 
mittee, and its membership (when 
announced) is confidently expected to 
include at least one accountant. 
Timing of the Government’s an- 
nouncement has already been criticised 
on several grounds, not least that the 
intervening holiday season has made 
it difficult to proceed with the recruit- 
ment of prospective members of the 
committee (The Accountant, Septem- 
ber 13th). There are unconfirmed 
reports that some potential candidates 
have expressed themselves reluctant 
to serve, and the appointment of a 
chairman is said to be causing the 
Government particular difficulty. 


Whither the 
Association? 
HE Association of Certified Ac- 


countants, it has been suggested, is 
facing ‘financial disaster’ and may not 


` survive the next decade without drastic 


and fundamental changes in its man- 
agement structure. These are the 
views of Mr Wynne Lovett, F.c.c.a., 
formerly Deputy Secretary of the 
Association, expressed throvgh the 
medium of an open letter to his fellow- 
members on another page. 

Mr Lovett, who joined the staff of 
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Success of Scottish Educational Programme 


ESULTS of the first full-time 

period of block release classes for 
students of The Institute of Chartered 
Accountants of Scotland show evi- 
dence, according to Mr W. N. K. M. 
Crawford, V.R.D., C.A., President of the 
Scottish Institute, that the new system 
willbe of positive benefit to accountancy 
students throvg‘iout Great Britain. 

Since March 1973, prospective en- 
trants to the Scottish Institute are 
required to be graduates who have 
studied accountancy, law or economics 
for their degree; or to have completed 
an approved post-graduate course in 
professional subjects; or, as non- 
graduates, to complete the new HND 
course in accountancy. In addition, a 
programme of compulsory block re- 
lease classes has been introduced for 
each part of the Institute’s profes- 
sional examination. 

Figures released by the Scottish 
Institute this week indicate a 50 per 
cent increase in the intake of graduates 
with degrees in professionally relevant 
subjects, in addition to 112 ‘non-ac- 
counting’ graduates who are currently 
working on post-graduate courses at 








Mr W. N. K. M. Crawford 


the Scottish universities with a view 
to starting their professional training 
in 1974. Eight colleges of further 
education in Scotland are currently 
offering courses for the HND in 
accountancy, with a first intake of 
over 400 students. 

Announcing these figures, ` Mr 
Crawford said: ‘I am confident that 
the co-ordinated system of teaching 
and training which we, as a teaching 
Institute, now offer to the potential 
CA represents a significant advance in 
accountancy education.’ 





the Association in November 1971, 
was closely concerned in several new 
developments, including introduction 
of the Certified Diploma in Finance 
and Accounting, and proposals for an 
extension of post-qualification training 
and for establishment of the Institute 
of Accounting Staff to administer a 
second-tier qualification. 


American Institute’s 
New Officers 


EMBERS of the American Insti- 

tute of Certified Public Account- 
ants were reminded, at their annual 
meeting this week, of the need for 
integrity, honesty and openness in 
everyday affairs. The newly-elected 
President, Mr Samuel A. Derieux, of 
Richmond, Virginia, remarked that 
public confidence in traditional insti- 
tutions seemed to have waned: CPAs 
should contribute to the restoration 
of that confidence. 

Mr Derieux, who graduated from 
the University of Virginia in 1947, 
succeeds Mr LeRoy Layton, of New 
York, in the Presidential chair. He is 


a partner in the Richmond public 
accounting firm of Derieux, Baker, 
Thompson & Witt, a Past-President 
of the Virginia Society of CPAs and 
a trustee of the Financial Accounting 
Foundation. . / 

Other officers elected at the Insti- 
tute’s 86th annual meeting, held in 
Atlanta, Georgia, included Messrs 
Albert J. Bows, Jr (Georgia), Albert 
H. Cohen (New Jersey), George M. 
Horn (Illinois), and Lorin H. Wilson 
(California) as Vice-Presidents. Mr 
Harry F. Reiss, Jr (New York) was 
re-elected Treasurer. 


ICA to Expand 
Education Department 


EAOn of the present educa- 
tion and training services of The 
Institute of Chartered Accountants in 
England and Wales — at an estimated 
cost of £40,000 ma full year — was 
approved by the Institute’s Council 
last week. ‘This represents an increase 
of over 30 per cent in staff numbers 
and related overhead expenditure. 
Announcing this development last 
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week, Mr J. P. Hough, F.c.a., Secre- 
tary of the Institute, said that the 
increase followed the decision to 
supervise more closely the nature and 
quality of training now being given to 
students in practitioners’ oftices. The 
Institute would also be devoting more 
time to consideration of courses for 
approval, and revision of syllabuses. 
Powers for the Council to monitor 
education and training more closely 
were approved by members last year 
(The Accountant, October 5th), follow- 
ing the report of the Institute’s special 
committee on future policy. 


Companies House 
to Leave London? 


ARLIAMENT this week debated 

the report of the Hardman Com- 
mittee on dispersal of government 
work from London. As this issue of 
The Accountant went to press, there 
were indications that the Government 
might be prepared to accept one of 
the committee’s more controversial 
recommendations — the removal of 
Companies House from London to a 
provincial setting. 

This possibility has already been 
attacked in the financial press as 
‘reminiscent of the tactics used by 
companies which hold annual meetings 
at 3 a.m. in John O’Groats’. Repre- 
sentatives of a number of major 
interests, including The Institute of 
Chartered Accountants in England 
and Wales, the City of London Solici- 
tors’ Company, the Society of Invest- 
ment Analysts and the British 
Insurance Association, have stressed 
the importance of maintaining an 
up-to-date file of companies’ informa- 
tion in the capital; to do otherwise 
would inevitably complicate and slow 
down search procedures, and make it 
possible for many companies to avoid 
the statutory disclosure requirements. 

Comment from the English Institute 
this week, however, suggested the 
possibility of acceptable alternatives to 
the present establishment. Microfiche 
facilities, for example, would offer 
certain advantages, notably in securing 
uniform reproduction of copies of 
documents from the file. It would be 
for the DTI to demonstrate, if the 
central companies registry were to 
leave London, that information retrie- 
val could be assured by other means 
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adequate to meet the needs of the 
profession. 

The Hardman Report proposes the 
relocation of some 1,400 posts outside 
London, including 500 in the Com- 
panies Registration Office. The num- 
ber of public searches of company files 
now approaches two million annually. 


Scottish Actuaries’ 
Presidential Address 


FEARS of a possible misapplication 
of the reserve pension fund to be 
created under the Social Security 
Act 1973 were expressed this week 
by Mr John Wallace, in his Presidential 
address to members of the Faculty of 
Actuaries. Under the terms of the 
Act, he said, the interests of present 
and future pensioners were para- 
mount; he hoped that the reserve 
fund’s freedom of investment would 
be jealously safeguarded, and that 
no future government would seek to 
direct its investment into any par- 
ticular field that might be considered 
‘socially desirable’. 

Holders of with-profit life policies, 
Mr Wallace suggested, should be 
entitled to some form of representation 
on the board of the issuing company; 
the bonus loading included in their 
premiums represented a form of risk 
capital. Further, since this ‘policy- 
holder risk capital’ operated as a 
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prior protection for share capital in 
the event of losses, it was inequitable 
for shareholders to participate in the 
bonus loading itself, although there 
was justification for their receiving 
a share of any profits arising from its 
successful utilisation. 

Among other areas of topical interest 
to the actuarial profession, Mr Wallace 
welcomed the Insurance Companies 
Amendment Act 1973 as still retaining, 
to a very large extent, the UK in- 
surance tradition of ‘freedom with 
publicity’. In retaining this freedom of 
action — which, he claimed, had proved 
financially beneficial to UK policy- 
holders in comparison with those in 
other countries operating under strict 
controls — the Government had recog- 
nized the integrity of the actuarial 
profession, and the success of its 
efforts to protect and further the 
interests of policyholders. 


Furthur ICA Subscription 
Increases Possible 


EMBERS of The Institute of 

Chartered Accountants in 
England and Wales may be faced with 
further increases in annual subscrip- 
tions in 1975. The Council, it was 
officially confirmed last week, has 
deferred consideration of this con- 
tingency until February 1974, but the 
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The Certified Accountants Women’s Society’s annua! dinner was held last Friday at the 


Tower of London Restaurant. Pictured here with Mr G. H. Rees, F.C.C.A., Vice-President of 
the Association, are (from left) Miss G. R. Mainland, A.C.C.A., Secretary of the Women’s 
Society ; Miss Nancy Wise of the BBC, guest of honour; Mrs W. L. Rowland, F.C.C.A., Chairman 
of the Society; and Mrs Rees. At the conclusion of the dinner the guests and their hostesses 
had the opportunity of witnessing the ‘Ceremony of the Keys’. 
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possibility of an increased scale cannot 
be ruled out. 
Circumstances tending to an in- 
- crease include the overall effects of 
` inflation, and the need to finance the 
„increasing scale of Institute activities — 
including the recently-announced en- 
largement of its education and training 
department. In deferring the question 
to next February, the Council has had 


` in mind the need to hold the existing 


\ 


- line for as long as possible in a period 
of governmental control of prices and 
incomes, and also the fact that, as a 
result of the last amendment in the 

` subscription structure, many members 

are already facing significant increases. 
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Accounting Principles 
in 38 Countries 


Toe with the increasing 
professional and business interest 
in development of accounting stan- 
dards, international offices of the 
Price Waterhouse organization have 
pooled their collective experience in 
Accounting Principles and Reporting 
Practices — a survey of the position in 
38 countries of the world. Some 200 
common features of published ac- 
counts are tabulated, and application 
of the appropriate principles indicated, 
for each of the 38 countries, as ‘re- 
quired’, ‘majority’ and so on, down to 


ICRA Occasional Papers 


Gi HE first three titles in a series of 


‘I Occasional Papers have appeared 
from the International Centre for 
_ Research in Accounting, Lancaster 
‘University. The function of these 
papers, it has been stated, is ‘to’ supply 
interim reports on ongoing research, 
to provide details of results from work 
-completed, and to make the proceed- 
ings of ICRA colloquia available to a 
_ wider audience’. ; 
Writing on ‘The usefulness of ac- 
counting information to investors’, Mr 
K. V. Peasnell, M.sc., A.C.A., likens the 
. thought-processes of investors to a 
‘black box’; data, including account- 
, ing messages, are fed in, and invest- 
ment decisions flow out. However, 
as he admits, ‘we still have no way of 
‘knowing how people make successful 
De, profitable) investment deci- 
sions . . .’ and evidence on the 
reliability of published accounts as an 
indicator of future performance ap- 
pears to be unclear and conflicting. 
The second paper, by Mr S. J. 
Gray, a research student, is titled 
. ‘Corporate reporting and investor 
decisions in the EEC: the compar- 


+ ability problem’. Apart from the limi- 


ted progress achieved by the ASSC 
since its inception in December 1969, 
he finds that the comparability objec- 
tive is not recognized in the UK 
‘either in company law or professional 
accounting principles’; and, after com- 
. paring the UK position in detail with 
-the EEC draft ‘Fourth Directive’ of 
October 1971, he concludes that both 
‘are, in general, equally lacking in 


comparability with regard to the valua- 
tion of assets and liabilities, although 
formal recognition of current values 
by [the latter] is significant’. Strangely, 
while Mr Gray acknowledges that the 
draft directive is now subject to fur- 
ther negotiation in the light of this 
year’s new accessions to EEC mem- 
bership, he appears to make no men- 
tion of the significant developments 
reviewed in The Accountant of April 
rath last. ` 

The third and most substantial 
of the three papers is an advance text 
of the 1973 Arthur Andersen Lectures, 
to be delivered by Professor M. 
Moonitz — a former Director. of Re- 
search of the AICPA — on ‘Changing 
prices and financial reporting’. Seek- 
ing to clear the air, as he puts it, in 
‘some hitherto murky areas in ac- 
counting’, Professor Moonitz urges 
an inquiry into the scale of measure- 
ment and accounting rather than 
starting with ‘the heady issues of 
valuation, profit recognition and reali- 


_ zation’. To value the same commodity, 


as he reminds us, in 1970 and 1973 
monetary units does not change its 
valuation, but merely the scale in 
which its market value is expressed; 
and to recast accounting data in terms 
of a single scale of measurement does 
not create or destroy any element of 
profit or gain, real or fictitious. 

Copies of the three papers are 
available, price £r each or £2 for the 
three, from Mrs G. M. Booth, 
L.C.R.A., Furness. College, Bailrigg 
Lancaster, LAr 4YG. 


cent owned companies . 
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"no application’ or ‘not permitted’. 

A response of ‘required’ is stated to 
indicate either a legal obligation or a 
mandatory pronouncement of the ap- 
propriate professional body; thus, for 
example, the equity basis of accounting 
for ‘investments in less than 50 per 
. . where the 
investee is effectively controlled or 
significantly influenced’ is shown to be 
‘required’ in the UK, presumably on 
the strength of SSAPr. 

This standard, incidentally, appears 
to have ‘no application’ in the firm’s 
experience of 21 countries, and is ‘not’ 
permitted’ (an expression having the 
converse significance to ‘required’) in 
Colombia, Germany and Switzerland. 

Published privately for the use of the 
firm’s clients, staff and associates, this 
booklet should assist readers of foreign 
financial statements, and thus make a 
significant contribution towards greater 
harmonization of accounting standards 
throughout the world. Readers are, 
however, cautioned in a foreword 
that the survey is based on assumption 
of ‘general and normal circumstances’, 
and should not therefore be relied 
on as an alternative to local inquiries 
in a particular case. Nor does it 
necessarily indicate the firm’s own 
views on the desirability or accept- 
ability of any particular practice. 


The Clay Cross 


‘ Imbroglio 


Wees by the Courts of the 

Clay Cross urban councillors’ 

appeals against a district auditor’s 

surcharge, incurred by reason of their 

refusal to implement the Housing 

Finance Act (The Accountant, Febru- 

ary 15th), has been followed by the 

Government’s appointment of a hous-’ 
ing commissioner to exercise the 

council’s housing management func-, 
tions. The commissioner was named 

recently as Mr W. P. D. Skillington, 

now retired from the Department of - 
the Environment. 

A new twist has been given to the 
dispute by a resolution of this year’s 
Labour Party conference, calling upon 
a future Labour government to relieve, 
retrospectively, any local councillors 
penalized for failure to implement this 
Act. The support of Mr Edward Short, 
Deputy Leader of the Opposition, for 
this apparent incitement to law- 
breaking has been freely criticized in 
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Your fite insurance won’t protect you against the 
cost of temporary premises to keep production 
going, the cost of extra.overtime, the cost of sub- 
contracting, or against reduction in gross profit. 

GRE Business Interruption insurance will. 

It protects management salaries, production wages, 
ovetheads, shareholders’ interests and the earning 
capacity of your business. It is so flexible that it can 
be tailored to your exact needs, and it is backed by 
expert advisory service. 
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If your business is without this essential protection, 
it could be gravely at risk. Ask your insurance 
broker about Gre Business Interruption insurance. 


Or get out new explanatoty booklet from your local 
GRE Office. It could be urgent! 


You get a good deal from 


Guardian 
Royal Exchange 


Assurance Group 


Head Office: Royal Exchange London EC3P 3DN. 
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VALUE ADDED TAX 
in Great Britain 


A SUPPLEMENT 


-© We care for 
severely ` 

` subnormal 
children ` 


‘(with a little help from you) ` 


















Value Added Tax in Great Britain, described by 

The Times as ‘probably the most definitive work 
on VAT’ is brought up to date by a Supplement 
now available. 


This covers new material following the enactment 
of the 1973 Finance Bill and the effect of the 
many ‘statutory instruments’ issued since the 
book was prepared. 


75p 


With the publication of this Supplement all copies 
of Value Added Tax in Great Britain by Wheatcroft, 
Lawton and Carmichael, published at £3-50 in 

January, will now be sold including this supple- 
ment, the combined price being £4-25, 
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LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Every year we pay homage, as a‘nation, to the dead of all 
three Services. 
And every year we forget the thousands who live on — after 
a fashion. 

For the dead and maimed are not the only casualties. All 
too many Soldiers, Sailors and Airmen suffer mental 
breakdown through over-exposure to death and violence. 
We help them in their own homes and in hospital, these 
men and women who have tried to give more, much more, 
than they could. We run our own Convalescent Home. 
For some, we provide work in a sheltered industry so that 
they can live without charity. And we provide a Veterans’ 
Home where they can see out their days in peace. 

Money alone can’t pay our debt. But it can go a long way. 
Please help us, and please tell your clients about us too. 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


“They've given more than they could — 
please give as much as you can.” 


EXSERDICES 
MENTAL WELFARE SOCIETY 


37 Thurloe Street, London SW7 2LL. 01-584 8688. 
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the press as an act of political unwis- 
dom, and there have been calls for his 
resignation. 

Addressing members of the Cam- 
paign for Social Democracy last week, 
Mr Dick Taverne, Q.c., independent 
Member of Parliament for Lincoln, 
© denounced the behaviour of the Clay 
Cross councillors as ‘undemocratic’, 
and called on Mr Harold Wilson to 
repudiate the conference decision. 
Respect for the law, Mr Taverne 
maintained, should be the starting 
point for those who sought to charge 
it; the Clay Cross example could 
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lead to the negation of democratic 
government. 


Questions in Parliament 


IRECTORS of insolvent com- 

panies returned early to the 
Parliamentary scene in the new session. 
Mr Greville Janner, Q.c. (Leicester 
North-West, Lab.), whose private 
member’s Bill on the subject failed 
to make progress last session (The 
Accountant, July 26th) has put down 
a question to the Secretary of State for 
Trade and Industry, urging him to 
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seek powers, where appropriate, to 
prevent directors of insolvent com- 
panies from becoming or remaining 
directors of other companies carrying 
on similar businesses. 

Sir Brandon Rhys Williams (Ken- 
sington South, Con.), is to ask the 
Secretary of State what representations 
he has received on company law 
reform. Mr R. C. Mitchell (South- 
ampton, Itchen, Lab.), wants the 
Secretary of State to refer bank charges 
to the Monopolies Commission ‘in the 
light of the profits recently announced 
by most of the commercial banks’. 





THIS 1S MY LIFE 


The Way of the 
Intruder 


by An Industrious Accountant 


UR erstwhile cost accountant, now chief accountant in 

a family furniture factory, phoned to ask if we could 
have a chat sometime. He had worries, he said darkly; 
he’d appreciate help. ‘Partly professionally sympathetic, 
partly ghoulishly curious, I dropped in. 

He wasn’t as cocky as he used to be; in fact, he seemed 
vaguely haunted. It was this organizational problem, he 
indicated; his all-powerful boss had established a new post 
of complaints co-ordinator for his nephew, who somehow 
seemed to be a trouble-maker. . 

Just then his office door opened without the courtesy 
of a knock, and the newcomer strode in briskly with a 
letter in his hand. He was a thin, tight-lipped character 
with sleek black hair. ‘Smiths have written us a stinker 
complaining that their quantity discount rebate is cock- 


eyed’, he said sharply; ‘the boss asked me to check things. 


out pretty damn quick’. 

It wasn’t so much what he said as the way he said it. 

Cost flushed but he kept his cool. ‘PI see to it at once’, 
he answered, holding out bis hand for the letter, but 
the Co/Co didn’t hand it over. ‘We could lose a valuable 
customer over a stupid mistake like this’ he said. ‘Who 
handled the calculation? Was it Fred’? 

I rose with a tactful murmur of perhaps being in the way, 
but Costs intervened’ ‘Not at all; stay where you are’, he 
said, deftly flicking the letter from the Co/Co man’s momen- 
tarily-relaxed grip. ‘TIl get working on this inquiry, and 
then we can have our chat’. 

There was a faint air of dismissal in the shoulder he 
turned to the Co/Co, but that interloper ignored it. ‘My 


uncle instructed me to look into the complaint pe rsonally’ 
he said, standing his ground with a not-at-all-so-faint 
emphasis on the ‘uncle’ bit. ‘I suggest we have Fred up 
and get his explanation. Complaints are my pigeon, re- 
member’. 

Costs countered this home thrust by picking up the 
phone. ‘TIl read Fred the letter and ask him to report 
back to me; then I’ll tell your uncle to expect an explana- 
tion pronto, photostat details to you of course. Unless 
you’ve been given full responsibility for rebates, perhaps?” 

The Co/Co looked like Poe’s raven at the snub. ‘His 
eyes had all the seeming of a demon’s that is dreaming’. 
He muttered something meaningful about having to have 
another word with the boss, shot. an unfriendly glance at 
me (my poker face was slipping slightly, I’m afraid) and. 
slammed the door as he went out. 

Costs grimaced ruefully. ‘See what I mean’? he said. 
We settled down to discuss the strategy of repelling take- 
over-minded invaders of our private precincts. 
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UEC’s Seventh Congress 


Twenty-three Countries Represented in Madrid 


HE spledid new National Congress 

and Exhibitions Hall in Madrid 
formed the setting for the opening of 
the seventh UEC Congress by the Spanish 
Minister of Finance, His Excellency 
Sefior D. Antonio Barrera de Irimo, in 
the presence of a distinguished audience 
of some 1,200 delegates, together with 
their wives and other guests. 

The Secretary-General of the Or- 
ganizing Committee, Sr Santiago Estevez 
de la Fuente, welcomed the delegates 
and expressed satisfaction that 23 coun- 
tries and four continents were represented. 
He emphasized the importance of the 
conference and in particular that part 
of the programme dealing with inflation 
accounting; a solution to the problems 
caused by the changing purchasing power 
of national currencies which was fair to 
society as a whole must be found, The 
contribution of the ASSC in this respect 
was welcomed, 

Prof. Wenceslao Millán Fernandez, 
Executive President of the Congress or- 
ganizing committee, took’as his theme the 
need for European unity, working towards 
peace and harmony between nations and 
the most effective use of resources with a 
fair distribution of goods. He paid 
tribute to MM Robert Schuman and 
Jean Monnet in building up European 
institutions, and stressed that efforts 
should now be made to turn abstract 
ideas into reality. As to the future, the 
UEC should be in the vanguard in 
defining problems and finding solutions 
to them, and should work to establish 
technical organizations to harmonize 
relations between national and other 
interests. 


Addresses of welcome 


On behalf of the host organization, the 
Instituto de Censores Jurados de Cuentas 
de España, the President of the Congress, 
Prof. Dr Magin Pont Mestres, made a 
special point of welcoming the ladies 
who graced the Congress with their 
presence. Mr A. F. Tempelaar, Presi- 
dent of the UEC, in turn asked the 
Minister of Finance to convey the 
felicitations of Congress to HE Don 
Francisco Franco Bahamonde, Head of 
State, and His Royal Highness Don Juan 
Carlos de Borbon y Borbon, Prince of 
Spain. He hoped that the beautiful 


setting of the Congress would not dis- 
tract delegates from translating ideas into 
action; they should remember the old 
English saying “The proof of the pudding 
is in the eating’. 

The Spanish Government, in the 
words of the Minister of Finance, warmly 
welcomed the Congress; an important 
critical body of people, such as account- 
ants, was of great help in grasping the 
techniques and complexities of business 
management exemplified by the themes 
to be debated. Business depended in- 
creasingly upon the critical analysis of 
problems as a contribution to decision- 
taking by managers — an area in which 
the accountant had an important role to 
play. 

The accountant must also recognize 
the social responsibilities of business in 
the presentation of information. He no 
longer deals solely with taxation but 
provides information to the enterprise, 
its employees, and its shareholders; the 
state, because of its close links with 
business, is also involved. Businesses 
exercise power and can make unilateral 
decisions; therefore it is right that the 
public should be able to inquire into 
them. The conference would improve 
people’s understanding of business tech- 
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niques, and contribute to equality of 
opportunity by working towards equal 
access to information. 

Following the opening speeches, dele- 
gates and their ladies were entertained to 
cocktails in the banqueting suite of the 
conference centre. 


Inflation problems 
The authors of the first paper “Treatment 
of changes in the purchasing power of 
a country’s currency in financial state- 
ments’, led by Prof. Dr Rainer Ludwig, 
emphasized that the growing difference 
between nominal and real values makes 
an early solution imperative, and that 
this should also be recognized by fiscal 
authorities. They called for an inter- 
national solution, unhindered by narrow 
national considerations. ` 

The authors took as their main theme 
whether and how the financial statements 
of a business should take into account 
changes in the purchasing power of a 
country’s currency. National changes in 
the purchasing power of a currency can 
lead to the taxation and distribution of 
the results of such changes, with con- 
sequent reduction in the real capital 
of the business. 

In addition to national changes in 
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A view of some of the delegates and the 


value, consideration should also be 
given to changes in the rate of exchange 
parity of that currency and other 
currencies. Such changes are usually 
reflected in national changes in the pur- 
chasing power of money. Currency 
parity changes are adjusted for by re- 
valuing assets and obligations expressed 
in foreign currencies. 

The remainder of the paper was 
devoted to the impact of national in- 
flation which — as well as producing 
distortions in the information function 
of the financial statement — may have 
serious consequences for the financial 
structure of a company, Jeading to under- 
capitalization. Part of. such adverse 
trends can, of course, be offset against the 
gains resulting from the use of borrowed 
funds in the capital structure. 


Differing theories 


There are a number of theories of 
accounting for changes in the national 
purchasing power of money in financial 
statements; none of them is entirely 
free from theoretical defects, and many 
produce results which are inexact and 
difficult to verify. Where price indices 
are used, these difficulties are super- 
imposed on the inaccuracies in calculating 
the indices themselves. Nor should it be 
forgotten that variations in the value of 
money are only one element among 
influences which affect the annual 


accounts. Both internal and external 
constraints may have a considerable 
impact. 


The concept of capital maintenance 
carn be looked at from the point of view 
of maintenance of either nominal or real 
capital. Nominal capital maintenance is 
based upon the monetary unit as a stable 
measure of value. It is always ensured 


ir ladies in the Conference Hall. 


if income covers expenditure measured 
on the basis of historical cost, i.e. if the 
numerical calculation of equity capital 
at the beginning of the period agrees 
with that at the end of the period, nominal 
capital has been maintained. This concept 
has the advantage of simplicity and 
reflects the valuation provisions of com- 
mercial and fiscal legislation in most 
countries. 


Real capital concept 


The maintenance of real capital funda- 
mentally eliminates variations in the 
national purchasing power of money by 
maintaining the company’s capital defined 
as goods — that is to say, maintains the 
quantitative volume of goods in stock 
in the business. Even this definition 
produces problems. The exact replace- 
ment of articles used in production is 
usually impossible, having regard to 
technical developments over periods of 
time, and the identity of the replacement 
article and its recognition assume great 
significance. Models dealing with real 
capital maintenance must therefore take 
into account in addition to the purchasing 
power of money a number of other un- 
related factors. 

The aim of real capital maintenance 
is to eliminate from the annual accounts 
general changes in the purchasing power 
of money; and is only achieved when the 
purchasing power of the capital at the 
end of a period equals that at the begin- 
ning, conversion to current purchasing 
power being carried out with the use of 
a price index. This process does not 
ensure, however, that a business retains 
economic efficiency, since the latter is 
affected by changes in prices of indi- 
vidual production factors. The elimina- 
tion. of individual price changes presents 
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practical difficulties in application which 
prevents its use. 

Economists have developed the con- 
cept of the ‘economic’ maintenance of 
capital, in terms of the present value of 
future earnings. Future earnings take 
into account not only price changes but 
also changes in such matters as tech- 
nology and the market. ‘Profit’ in this 
concept is the amount that can be with- 
drawn from the business while at the 
same time maintaining its present value 
of future earnings. 

Again, application is difficult. Being 
based on projections of future profits, 
errors in forecasting are almost inevitable 
and the choice of an interest rate in 
valuing present value presents difficulties. 
The concepts of capital maintenance 
are not generally applied because of 
practical difficulties and commercial and 
fiscal requirements. Possible ways in 
which the principles might acquire 
more general acceptance are: 

(a) Accumulation of hidden reserves. 
Hidden reserves in fixed assets can 
be achieved by not reporting ad- 
ditions, charging increased depre- 
ciation, or the fiscal reduction of 
acquisition or manufacturing costs. 
In stocks, they can be achieved by 
using LIFO. It must be remembered, 
however, that LIFO is not recog- 
nized by most revenue authorities 
and in some countries the creation 
of hidden reserves is itself illegal. 

(b) Accumulation of disclosed reserves. 
These may take the form of asset 
replacement reserves. Again they 
usually have no fiscal validity. They 
may be computed by using a multi- 
plier, as in France before 1963, or 
on replacement cost as proposed in 
Germany. As far as stocks are 
concerned, the elimination of fic- 
titious profits can only be achieved 
by valuing usage at replacement cost. 


Individual countries’ methods 


Company law in the Netherlands 
but not tax law — permits the presentation 
of accounts on the basis of historic or 
replacement cóst. Replacement value is, 
however, only used by larger Dutch 
companies, such as Philips. 

American CPAs consider replacement 
value as, at best, only a supplement to 
historic cost and the American Securities 
and Exchange Commission has consist- 
ently insisted on the latter basis. There 
are a few companies which use internal 
accounts based upon a neutral money 
unit and publish them in addition to 
their normal reports. 

In the UK, tangible fixed assets can 
be valued at replacement cost. France, 
Italy and Japan all permit the revaluation 
of fixed and current tangible assets, 
using revaluation coefficients. 

In the plenary reporting session, 
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Professor Perridon, Secretary-General . 
of the UEC, outlined the major causes of 
inflation as rapid technological change 
and tax systems with generous capital 
allowances — both of which tend to lead 
management to recover capital costs 
quickly against production, thus in- 
creasing prices and the flight from money 
into goods, 

The working groups agreed unani- 
mously that national currencies no longer 
provided an adequate base for financial 
reporting and that although management 
must adopt policies to cope with in- 
flation in the business economic entity, 
those measures will have collective social 
and political repercussions. Reflection of 
current purchasing power in financial 
reports must depend upon the legal 
framework of the country within which 
the business operates; those with rigid 
frameworks will find it difficult to adjust 
rapidly to changes. 

The form of any adjustments that are 
made can be either by way of statements 
annexed to conventional accounts or an 
integral revision of the report itself. 
The extent to which auditors will be 
involved will be conditioned by which 
format is chosen. It was unanimously 
agreed that there would be a need to 
disclose the basis used. Many of the 
delegates believed that replacement value 
is not appropriate, despite experience in 
some countries. 


Role of the accountant 


In the second paper, M J. J. Lordonnois 
of France examined the extent of duties 
which the accountant may have to per- 
form, the usefulness of that work and the 
reasons for which recourse to the services 
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of an accountant are necessary or desir- 
able. 

He looked first at reasons for business 
amalgamations and takeovers: increasing 
marketing, financial and production 
potentials, and their classification into 
horizontal concentration or diversifi- 
cation, and vertical integration. 

The legal forms that such amalgama- 
tions can take are diverse. They include 
agreements between two or more com- 
panies to achieve a common objective; 
introducing common assets into a new 
company; acquisition of an interest in 
another company; common shareholders 
in a number of companies; exchange of 
holdings; and the merger of two or 
more companies. 

The amalgamation process can be 
divided into three phases: 

(a) Preliminary discussion. — 'This stage 
will be preceded by a conscious 
decision by management to expand 
their business in a particular way, 
and the discussions fall within that 
framework. A necessary element 
at this stage is secrecy which limits 
the extent of participation in such 
discussions. Professional advice may 
be either from within the business 
or from outside. 


(b) Detailed studies. — If the preliminary 
discussions indicate a likelihood of 
success, a detailed examination of 
the proposals must take place to lay 
the basis for the basic agreement. 
This would include all aspects of 
each of the businesses, including 
verification of accounts. The em- 
ployment of an outside professional 
adviser is desirable who would act 
as a management consultant with 
no legal duties at this stage. 


(c) Conclusion of agreement. — Where the 


Professor Dr L. Perridon, Secretary-General of UEC, addressing delegates. Seated, Sr Santiago 
Estévez de la Fuente, Secretary-General of the Congress, /eft, and Mr J. P, Grenside, F.C.A., 
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form of amalgamation requires share- 
holder sanction or disclosure of 
information, the accountant then 
acts in his capacity as auditor. He 
may have legal or other obligations 
although he may still play a con- 
sulting role to his principal. 


The accountant as adviser 


Large companies with suitably qualified 
staff will usually rely on them for advice. 
Smaller companies, however, will be 
forced to call in outside advisers because 
they do not have the necessary skills. 
Careful thought should be given to the 
choice of such advisers, since amalgama- 
tion proposals bring fundamental changes 
to the companies involved. 

The new economic entity that will 
result from the proposals will not be 
simply an aggregation of the individual 
companies, but will take a dynamism of 
its own. An outline of the future can be 
obtained by assembling forecasts, but 
there is also a need to work out a coherent 
synthesis for the business entity as such. 
This can best be done by an outside 
adviser who is not subject to the specific 
influences or interests of an employee. 
He may also be in a better position to 
comment on psychological aspects as it 
is personalities which frequently decide 
the success or failure of an amalgamation. 

Information about the constituent 
parts of the proposed amalgamation 
should include: 

State of the market and the companies’ 

positions; 

T'echnical structure and resources; 

Commercial organization; 

Financial structure; 

Legal structure; 

Administrative structure; and 

Analysis of past financial results. 


This information then forms the basis 
for judgements about how those factors 
will be changed in the merged organiza- 
tion and problems that must be resolved. 


Two areas 


The accountants work will be 
centred in two areas. First he must 
analyse and verify past accounting in- 
formation and set up a detailed financial 
statement for the proposed group. The 
past accounting information for each 
company can then be redrafted according 
to that statement, to specify divergences 
and make comparisons more equitable. 
The second area of work is the veri- 
fication of forecasts that are to be used 
when presenting the amalgamation pro- 
posals. The main role of the accountant 
is to check the basis upon which they 
are made; the probability of their being 
achieved; and their translation into 


October 18th, 1973 





One of the 28 English-speaking working parties. 


profit and loss account and balance sheet 
terms. In order to carry out this role, he 
will be obliged to examine the work of 
other specialists and be conversant with 
their methods. 


Legal requirements 


Legal requirements vary from country to 
country, and are focused upon the pre- 
paration and/or certification of infor- 
mation for the use of interested parties. 
In some countries the formulation of 
such requirements is frequently left 
to non-statutory bodies, e.g. the City 
Code in the United Kingdom. In others, 
the law requires reports from an in- 
dependent auditor or company officials. 

‘Discussion should be concentrated 
on three main points: 


Defining the interests to be safeguarded; 


Defining the essential data to be issued 
to interested parties; and 


The extent to which the data should be 
verified by an outside accountant. 


The interests to be safeguarded will 
include not only minority shareholders 
but ~ in the current climate of opinion — 
also employees and the community at 
large. Certain balance sheet values such 
as debts and receivables require veri- 
fication and disclosure. However, the 
principal factor for interested parties 
is the chance of success of the operation, 
and this is determined by a whole range 
of factors which are difficult to evaluate 
arithmetically. The accountant, if he 
is to participate usefully in the presen- 
tation of such factors to interested parties, 
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may have to broaden his traditional 
function. 

The English language discussion on 
this paper was led by two Past-Presidents 
— Mr G. D. H. Dewar of the Scottish 
Institute and Mr R. P. Crout of the 
Association of Certified Accountants. 
The chairman and panel worked hard 
to make a discussion by such a large 
group (nearly half the delegates) viable 
and the success of the session was in no 
small measure due to their preparation 
of questions based upon the paper. 

The interests to be safeguarded were 
defined by Mr Crout as those of share- 
holders of both companies, employees, 


Mr Stanley Edgcumbe, F.C.A., a member of 
the Council of The Institute of Chartered 
Accountants in England and Wales, and 
Mrs Edgcumbe arriving for the concert at 
the Teatro Real. 
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customers, and creditors. He doubted 
whether the latter were adversely affected, 


` although this view was challenged in some 


quarters. Mr Maigaard (Denmark) argued 
that it was essential to distinguish between 
majority and minority shareholders, and 
another delegate added that the com- 
munities within which the companies 
operated were also interested parties. 

The role of the accountant in mergers 
and acquisitions provoked a spirited 
debate dealing with such topics as 
whether the accountant was qualified 
to make economic judgements as to the 
validity of the proposed merger; could 
he do so without usurping management’s 
role; and to what extent accountants 
should certify or verify data, including 
financial statements, on which a merger 
was based. 

The discussion highlighted an aspect 
much in evidence throughout the con- 
ference proceedings — that is the dif- 
ference in basic philosophy between most 
of the continental countries and the 
British Isles. The former is based upon 
a rigid theoretical, legal, interventionist 
approach, whereas the latter allows 
business judgements to be exercised within 
a minimal framework of rules. This 
dichotomy will have to be resolved if the 
UEC is to exercise a significant in- 
fluence on harmonizing accounting prac- 
tice within Europe. 

Discussion also centred around the 
psychological aspects of mergers. It 
was felt that the relationship between 
boards of directors, managers and staff 
of the two companies played such a 
crucial role in making the merger a 
success that it might stand or fall by this 
factor. 

It was also suggested that the reason 
for so much merger work being carried 
out by merchant banks was the vast 
amount of detail required by accountants; 
this delayed the operation, and merchant 
banks found ways of carrying out in- 
vestigatory aspects of mergers with less 
formality and more speed. It was pointed 
out, on the other hand, that accountants 
formed a large part of the staffs of mer- 
chant banks. 


Use of quantitative techniques 


In introducing this paper its author, Prof. 
Dr Marcia-Jesis López Moreno, ex- 
amined first the relationship between 
theory and practice in accounting. His 
general thesis was that the practical 
techniques developed in accounting to 
meet specific requirements encountered 
in the business world are not readily 
capable of being erected into a formal 
theory of accounting. On the other 
hand, he claimed that it is possible to 
develop a theory of accounting which 
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can be adapted to the specific needs of 
each situation. 

Modern concepts of accounting take 
into account the necessity of measurement 
and at the same time work towards the 
provision of greater levels of information 
which exceed the scope of historical 
reports of conventional accounting. Logi- 
cal systemization gives a new form to the 
theory of accounting which can be re- 
structured with possibilities of studying 
relationships with other disciplines. 
Methods better known outside accounting 
are being used, such as the Bayesian 
theorem and Markov chains, and cyber- 
netics become practical possibilities in 
accounting and auditing. 


Two further possibilities 


The use of activity analysis may pro- 
duce results which are more reliable 
than those obtained by conventional 
analysis. The general basis for this is the 
recording of transactions in two ways 
in some form of matrix. Not only does this 
approach maintain those principles which 
are considered immutable in classical 
accounting, but also admits two further 
possibilities : 


The advance in its theoretical proposi- 
tions to scientific levels not hitherto 
attainable; and 


Development of a methodology with the 
facility for using logical relationships 
originating from various fields of 
scientific research, 


An illustration of the latter aspect is the 
application of linear programming to 
optimizing decisions. 

Professor Moreno expects the use 
of quantitative techniques in accounting 
to increase because of progress of 





At the cocktail party following the official! opening of the Congress. 


SE 
ACCOUNTANT 


scientific methods in understanding the 
economics of the business enterprise, 
aided by an up-to-date reformulation of 
the theory of accounting and acceptance 
of inter-disciplinary methodology. 

In the subsequent plenary session, 
Professor Voja Zarenski of Jugoslavia 
rejected entirely the distinction made 
by the author between theory and 
practice, and the view that one cannot 
apply solely quantitatively-based tech- 
niques in some theoretical system di- 
vorced from past experience. Mr D. 
Constantinou asked whether quantitative 
techniques are a ‘must’ for accountants, 
and questioned whether they were the 
best way of dealing with the problems. 

Professor J. Samuels thought that 
accountants must become skilled in the 
use of new techniques, and quoted a 
number of currently-used techniques 
where the mathematical basis has been 
available for very many years before 
being adopted, e.g. discounted cash 
flow. Professor Perridon’s report summed 
up as follows: 

‘A refusal on the part of professional 
accountants to adapt themselves to 
these techniques and to the indispens- 
able theoretical knowledge puts at risk 
a field of activities for which they are 
naturally prepared. The profession has 
practically a moral obligation to par- 
ticipate in these researches.’ 


Social events 


A very full and interesting social pro- 
gramme was prepared by the host 
organization for delegates and their 
wives. During the week the ladies 


were taken on conducted tours of Madrid 
including the famous Prado Museum 
and its fabulous art treasures, to which 
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many people returned during the re- 
mainder of the week for a longer visit; 
a demonstration of Spanish culinary 
arts; and a full-day visit to Segovia where 
they were entertained by the Mayor of 
Segovia — a noted local hostelry proprietor 
with local dishes — as well as sightseeing 
in the town. 

In addition, all of the delegates and their 
guests had the option of visits to the 
Memorial to the dead of the Spanish 
Civil War and the Escorial; to the ancient 
town of Toledo, preserved intact as a 
national monument just as it was in the 
Middle Ages; or to Aranjuez. On Wed- 
nesday evening most delegates and wives 
attended a concert in the Teatro Real 
given by the Spanish National Orchestra. 
Some delegates (not all English) felt it 
imperative to support Ipswich in their 
battle with Real Madrid, which took 
place in the stadium adjoining the 
Congress Centre that same evening! 


Increasing rate of change 


Following the reports on the working 
proceedings, the President of the UEC,’ 
Mr A. F. Tempelaar, spoke of the 
rapidly increasing rate of change and 
the internationalizing of business. There 
was a concentration of size within the 
profession, and it was itself becoming 
more international. In the current social 
climate, professional bodies are more in 
view and therefore subject to public 
scrutiny on a larger scale., 

UEC was created in 1951 to bring 
national bodies together and had estab- 
lished a number of working groups. 
Other international bodies have also 
been set up in recent years — the Inter- 
national Co-ordination Committee for 
the Accounting Profession (ICCAP), 
and the International Accounting Stand- 
ards Committee (The Accountant, July 
sth). UEC has itself produced the first 
draft standard under the title ‘Disclosure 
of accounting policies’, and the second 
will be completed shortly. 


Closing address 


In his closing address, the Spanish 
First Secretary of Trade, Sr Frederico 
Trenor y Trenor, emphasized the im- 
portance of information for management 
and the accountant’s role in its pro- 
vision. Major decisions involving com- 
plexities and risk can only be made 
on the basis of adequate information, 
and accountants should see themselves 
as carrying out the three major functions 
of providing information; advising; and 
audit and control. 

The week was brought to a close with 
a gala dinner and exhibition of folk- 
dancing which was greatly appreciated{ 
by the delegates. 
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Bonus Issues and Tax 


by H. S. A. MACNAIR, F.C.A. 


Section 23 of the Finance Act reproduces a clause of the Bill which was 
added ‘on the nod’ by Standing Committee (Hansard, May 16th, 1973). The 
Treasury Minister of State expressed his delight, observing, ‘We have skipped 
through three or four of the most complicated clauses that anybody could 
possibly imagine’. The article which follows seeks to unravel some of those 


HE bonus share is a matter of anxious concern to the 

tax draftsman. The fear is that profits which might have 
been an occasion of gain to the Treasury if removed from a 
company in the form of dividends, generating liabilities to 
advance corporation tax and higher rate income tax, will 
instead come to be enjoyed by the members in substance by 
some other means. 

One device is to repay share capital, either before or after 
a capitalization of profits. Such a capitalization or repay- 
ment would have occurred after April 6th, 1965. Section 
234 of the Taxes Act is concerned with the casé where the 
repayment precedes the capitalization, and section 235 
deals with the converse case. The legislation seeks to 
achieve its objectives by distinguishing the hard core of 
new consideration in share capital (treating pre-April 1965 
subscriptions as hard core) from ‘candy-floss’ content 
mostly derived from the capitalization of profits. 

‘New consideration’ means consideration not provided 
directly or indirectly out of the assets of the company. 
Particular mention is made of the fact that it does not 
include the ‘candy-floss’ amounts retained by way of 
capitalizing a distribution. 


When capital is repaid 


If share capital is repaid, a subsequent ‘candy-floss’ 
addition is treated as a distribution. The company might 
again capitalize profits on a later occasion. Whatever the 
sequence of events, there is a limit to the amounts to be 
treated as distributions. The limit is reached when the 
‘candy-floss’ element in capital equals the amount of share 
capital previously repaid. On reaching the limit, the 
capitalization will in effect be matched with the prior 
repayments. Thereafter the share capital will comprise a 
hard core and a candy-floss topping. 

Thus, if £3,000 is repaid out of a share capital of £10,000, 
a subsequent capitalization of £1,500 would all be matched 
with the prior repayment and would rank as a distribution. 
A further capitalization of £4,000 would be matched as to 
£1,500 (£3,000-£1,500) with the hitherto unmatched 
repayments leaving {£2,500 as the candy-floss topping 
in a total share capital of £12,500. 


complications. 


Although the hard core would be only £7,000 the 
intermediate {£3,000 would not again be treated as a 
distribution. The candy-floss topping would, however, 
be at risk under section 235, where share capital is repaid 
later. 

All shares of the same class are to be treated as repre- 
senting the same share capital. Where shares are issued in 
respect of other shares, or are directly or indirectly con- 
verted into or exchanged for other shares, all such shares 
are to be treated as representing the same share capital. A 
premium representing new consideration from an issue of 
capital will serve to validate a repayment as hard core until 
such time as the premium loses its identity through having 
been used to pay up share capital (although the latter would 
rank as hard core). 


Preference shares 


There are privileges for preference shares, defined as 
shares which do not carry any right to dividends other than 
dividends at a rate per cent of the nominal value of the 
shares which is fixed, and which carry rights in respect of 
dividends and capital which are comparable with those 
general for fixed-dividend shares quoted on the Stock 
Exchange. 

In this connection, the hard core content excludes new 
consideration derived from ordinary shares — meaning 
consideration consisting of the surrender, transfer or 
cancellation of ordinary shares of that or any other com- 
pany or consisting of the variation of rights in such shares. 
However, consideration derived from a repayment of 
ordinary share capital is permitted to rank as hard core. 

Fully-paid preference shares escape the penal treatment 
accorded to ordinary shares if in a condition unchanged 
since April 6th, 1965, or unchanged since issue after that 
date for hard core as considered in the preceding paragraph. 


Distributions 

The meaning of a ‘distribution’ is canvassed in section 233 
of the Taxes Act. Subsection 2 (b) now refers to any 
distribution (other than a dividend or capital dividend) out 
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of assets of the company, whether in cash or otherwise, in 
respect of shares in the company. This interpretation 
excludes so much of the distribution, if any, as represents 
a repayment of capital on the shares; or as is, when it is 
made, equal in amount or value to any new consideration 
received by the company for the distribution (paragraph 
1 in Schedule 22 to the Finance Act 1972). 

Subsection (c) was amplified by the 1972 Act to describe 
any redeemable share capital or any security either issued 
by the company in respect of shares in the company or 
issued by the company after April 5th, 1972, in respect of 
securities of the company. The reference here is to a 
candy-floss issue — that is, so much of an issue not made 
wholly for hard core new consideration as is not properly 
referable to new consideration. 


Valuation of securities 


For these purposes, the value of any redeemable share 
capital is to be taken to be the amount of the share capital 
together with any premium payable on redemption or in 
any other circumstance, such as a winding-up. The value 
of any security is to be taken to be the principal amount 
thereby secured (including any premium payable at 
maturity or in any other circumstances). These values are 
to determine the amount of the distribution constituted by 
the issue of any redeemable share capital or any security. 

Where securities of a candy-floss nature have been issued 
(issues before April 6th, 1965, being treated as hard core) 
any interest or other distribution out of assets of the com- 
pany likewise represents a distribution under subsection 
233 (d) (i), although the principal itself is excluded. 
However, no amount may be regarded as principal in 
respect of a security issued after April 5th, 1972, in so far 
as it exceeds any new consideration which has been re- 
ceived by the company for its issue (paragraph 3 (3) in 
Schedule 22 of the Finance Act 1972). 

A simplified category of companies has been devised for 
the purposes of paragraph D in section 461 of the Taxes Act, 
roughly corresponding to the definition of a close company. 
Using the definition of control in subsections (2) to (6) of 
section 302, a ‘paragraph D company’ may be under the 
control of not more than five persons, or it may be some 
other company which does not satisfy the condition that its 
shares or stocks (excluding debenture and preferred classes) 
or some class of them are authorized to be dealt in on the 
Stock Exchange and are so dealt in (regularly or from time 
to time). 

The rule which assigns the character of a distribution to 
a candy-floss repayment of share capital (ascribable to 
capitalized profits) is waived for companies other than 
paragraph D companies once ten years has elapsed from 
the creation of the candy-floss increment, provided that it 
does not take the form of redeemable share capital. 


Imputation system 


The reference above to section 233 (2) (c) helps to identify 
a ‘qualifying distribution’ which is defined in terms 
exclusive of the issue of such bonus redeemable share 
capital and bonus securities, whether effected directly or 
at one or more removes from a company from which it 
issues directly in the context of section 233 (2) (c). Ac- 
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cordingly, for candy-floss issues of share capital after 
April sth, 1973, the exemption for ‘intermediate’ share 
capital reflecting bonus issues treated as distributions by 
reason of being matched with repayments is to be available 
only where those distributions were dealt with as qualifying 
distributions. 

Section 23 of the Finance Act 1973 spells out further 
rules to take account of the imputation system which 
confers tax credits on the recipients of distributions 
(section 86 of the Finance Act 1972). The various types of 


‘bonus share capital and bonus content security considered 


above are designated ‘bonus issue’ and the legislation is 
directed against the relevant tax credit attached thereto. 

Neither bonus issue nor relevant tax credit is to be taken 
into account for the purposes of any exemption from tax 
or the setting off of losses against profits or income. Nor 
may either element be treated as franked investment in- 
come. Indeed, tax at the additional rate (now 15 per cent) 
is to be levied on the issue and the tax credit. This is 
intended as a penal measure. Furthermore, the relevant 
tax credit is not to be available to set against any income 
tax which the recipient is entitled to deduct under section 
52 of the Taxes Act or in respect of which he is accountable 
under section 53, in the context of annual payments. Nor 
is relief for interest available under section 75 of the Finance 
Act 1972 against so much of a person’s income as consists 
of bonus issues and relevant tax credits. 

The harshness of these penal measures is mitigated by 
a let-out in subsection 23 (6) of the Finance Act 1973. 
This exonerates the proportion (if any) of any bonus issue 
made in respect of any shares or securities which, if it 
were declared as a dividend, would represent a normal 
return to the recipient on the consideration provided by 
him for the relevant shares or securities; that is to say, 
those in respect of which the bonus issue was made. 
Moreover, if those securities are derived from shares or 
securities previously acquired by the recipient, the return 
is to be related to the earlier acquisition. The relevant tax 
credit is exonerated in the same proportion. 


Market value 


In this connection the recipient may be taken to have 
provided a consideration equal to market value at the time 
he acquired the securities or shares if the consideration 
actually provided was in excess of that market value, or if 
no consideration was provided by him for any of the 
relevant items. Furthermore, in determining whether an 
amount received by way of dividend exceeds a normal 
return, regard is to be had to the length of time previous 
to the receipt of that amount that the recipient first ac- 
quired any of the relevant shares or securities and to any 
dividends and other distributions made in respect of them 
during that time. 

A transitional position arises where bonus issues as 
considered above occur before April 6th, 1973. In the 
context of the rules set out in Schedule 23 to the Finance 
Act 1972 no relief against corporation tax will be allowed 
for advance corporation tax payable in respect of an amount 
treated as a distribution by reference to bonus issues which 
have taken place before April 6th, 1973. 

There are rules for any distribution period which runs 
from April 6th, 1973, to one or other of the specified 
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National Vulcan goes out of its way to help. 


Some people buy engineering insurance 
the hard way. Others choose National Vulcan. 
National Vulcan Intention Insurance helps the 
administrator and the insurance broker as well 
as the engineer. You simply say what types of 
plant and machinery you want to insure, 
choose which risks you need and get the 


widest coverage with NV Recommended Broad Cover 


_ with one sum insured for each location (since 
there is no average problem). And you don’t 
need masses’ of plant schedules — although you 
can have them if you wish. We tell you the ups. 
and downs of premiums as plant changes and 


send you an account at the end of the 
insurance year. 

National Vulcan rates reflect their 
confidence in the largest Engineer Surveyor 
force in the field and it is a condition of the 
Insurance that insured plant is made available 
for their inspection including applicable 
statutory inspections as listed in the policy. 

National Vulcan is second to none at 
paying claims fairly and promptly but it’s the 
help it can give its Insured in times of trouble 
that makes the difference and National Vulcan 
goes out of its way to help. 


WEST NATIONAL VULCAN 
ENGINEERING INSURANCE GROUP LTD 
St. Mary's Parsonage. Manchester M60 QAP. Tel: 061-834 8124, 
Branches throughout the country. 


(Ask for Alan Shackleton, Tom Lloyd or Varley Jackson} 
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terminal dates, usually the end of an accounting period 
beginning after April 5th, 1973 and ending before the 
expiration of the base period which ends with the last day 
of the latest accounting date beginning within four years 
from the base date (the day following the end of the latest 
accounting period ending in 1971-72). If a bonus issue 
occurs during any distribution period, the advance cor- 
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poration tax applicable thereto is not: ‘available to’ reduće 
mainstream corporation tax. =i 

Both the foregoing transitional rules’ are subject to an 
overriding exception which has effect where the distribu- 
tion takes place more than ten yars after the relevant 
event causing it to be treated as a bonus issue (paragraph 10 
in Schedule 23 to the Finance Act 1972). 


The Slow Pace of Integration 


Lë EUROPEAN COMMUNITY is committed to achieve 
economic and monetary union (EMU) by 1980. This 
transition from national to Community policies is to be 
achieved in three stages, the first of which ends on Decem- 
ber 31st; the second runs from January ist, 1974, to 
December 31st, 1976; and the third fills in the remaining 
time to the end of 1980. 

The Commission has prepared a communication (Sup- 
plement 5/73 to the Bulletin of the European Communities) 
entitled ‘Attainment of Economic and Monetary Union’ 
which sets out guidelines for action. The blame for the 
lack of progress towards EMU is placed on the political 
situation and the failure of Community institutions to 
cope with the situation. In the first stage, budgetary 
policies of the Six have reflected national rather than 
Community concern with the result that the Community, 
‘far from becoming a stabilizing influence, has been dragged 
into the inflationary spiral’. 


Forlorn hope 


The Commission concludes that, while resolutions on the 
key subjects have been passed by the Council, the ‘legal 
and institutional machinery introduced could only produce 
mediocre results, and the influence on national decisions 
was slight’. Looking behind the correct attitudes and formal 
prose of the Commission document, all this means that 
with the dollar devalued twice, two upward revaluations 
of the D-Mark, changes in the Benelux parities and sterling, 
the Italian lira and Irish pound all floating independently, 
the chances of achieving monetary union were slight to 
say the least. The fact that the IMF conference in Nairobi 
has only produced agreement to consider proposals for a 
new world monetary system next July is a clear indication 
that the attainment of EMU is by no means imminent. 
For Stage II, in which Britain and the other new entrants 
are involved, the Commission document reaffirmed its 
belief in the principle of parallelism — meaning that 
economic and monetary policy must be kept in step — 


by RICHARD BAILEY 


and emphasized the need to improve the Community’s 
decision-making processes. Three objectives were selected 
as being of particular importance: 


(i) the fight against inflation; 


(ii) the establishment of a specific Community identity 
towards the outside world; and 


(iii) the pursuit of a Community development policy. 


At this point, it becomes clear that the Commission 
memorandum is strong on good intentions and weak on 
policies for implementing these objectives. Five-year 
moving forecasts are to be drawn up for the main economic 
indicators, and directives issued for the promotion of 
financial stability, economic growth and full employment. 
In the monetary sphere it is proposed that domestic mone- 
tary policies should be co-ordinated and that international 
monetary relations should be handled by a single Com- 
munity spokesman. 

Exchange rates within the Community should be fixed 
by procedures introduced to allow agreed adjustments 
to be made. There should be a common exchange policy 
and common exchange control arrangements against non- 
member countries. Capital movements within the Com- 
munity should be liberalized with a control mechanism 
to give protection against capital flows with the outside 
world. The new European Monetary Co-operation Fund 
should be used to intervene on the foreign exchanges to 
help Community currencies, and its functions built up 
with a view to its eventual role as the Community Central 
Bank. Finally, a monetary unit of account should be 
introduced which would have a growing currency role. 


Essential steps 

These ambitious but essential steps towards monetary 
union will not be easy to achieve, particularly when it is 
realized that the commitment to parallelism will require 
the creation of a Regional Development Fund and com- 
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plicated policies for tax harmonization and the co-ordina- 
tion of budgetary policies. While there is clearly a great 
deal of weight in the criticisms of the Community in- 
stitutions made by the Commission, it is hard to see how 
the Nine can really get down to joint policies for EMU 
until the difficulties of the world monetary system have 
been sorted out. 

It is one thing to co-ordinate policies in the context 
of an international system of fixed parities; it is a very 
different thing to try to do this with the world’s currencies 
floating singly or in groups. Important as EMU is to the 
realization of the wider economic and monetary policy 
objectives of the Community, the chances of success by 
1980 appear remote at this moment. 


EEC Social Action Programme 


As A FIRST STEP towards a Community social policy, the 
Commission has sent to the Council of Ministers proposed 
‘guidelines for a social action programme’. These include: 


(a) improved job opportunities, especially in less favoured 
regions; 

(b) better living conditions, and pilot social housing plans, 
particularly for migrant workers; 

(c) reorganization of work to make it ‘less monotonous and 
inhuman’, notably through the abolition of assembly 
line production; 

(d) greater equality for women workers; 


(e) special training programmes for young and handicapped 
workers; and 

(f) a Community Labour Institute to help labour unions 
keep up to date on what Community services are available 
to help them. 


The long-term aim is to establish a Community social 
charter. Final proposals are due to be presented to the 
Council of Ministers by the end of the year, after con- 
sultations with the unions and employers’ organizations. 

The Paris summit outlined three main areas in which to 
apply minimum standards ~ full and better employment; 
improvement of living and working conditions; and 
workers’ participation in economic and social decision- 
making. While unemployment as a whole throughout the 
Community averages only 2 per cent, in some regions it is a 
serious problem. Structural unemployment is worsening 
as technical advance accelerates. Employment difficulties 
flow from European integration itself, from the periodic 
disturbances of the world monetary system, from the growth 
of multinational business, from regional development and 
from changes in consumer demand, the Commission says. 

The Commission favours a policy of active intervention 
by Community and national authorities, aimed at cushion- 
ing people against the unpleasant effects of economic 
change, including adequate re-training, and full infor- 
mation about job opportunities throughout the Com- 
munity. 

Six million migrant workers are now employed in the 
Community — mostly performing tasks the local workforce 
finds uncongenial — and living and working in conditions 
so bad as to justify the criticism that a new servile class is 
being created. 
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Competition Policy 


Tue Commission has published and forwarded to the 
European Parliament a second report on competition 
policy (annexed to the sixth general report on the activities 
of the Communities). The report covers the Commission’s 
activities during 1972 in an area in which it has its 
own powers of direct intervention, and shows that com- 
petition policy has acquired a new dimension. 

Implementation of the rules on competition applying 
to undertakings has resulted in an intensification of the 
struggle against restrictive measures taken by undertakings 
to maintain market fragmentation, by introducing un- 
justified national preferences or price discrimination. Since 
it ensures free movement of goods and the opening up of 
markets, competition policy has also helped to check in- 
flationary trends and has had a considerable influence in . 
the context of the present economic situation. 

Implementation of the rules on competition applying 
to undertakings led to a number of interventions by the 
Commission. Fourteen decisions were handed down under 
articles 85 and 86 of the EEC Treaty, and fifteen under 
articles 65 and 66 of the European Coal and Steel Com- 
munities’ Treaty. Several of these are of great importance 
for the re-establishment of conditions of competition on 
Community markets and for the essential preservation of 
the unity of the Common Market. Heavy fines were im- 
posed in cases of serious infringement which endangered 
the interests of consumers. 

Parallel to application of the principle of prohibiting 
agreements between undertakings, the Commission, in 
accordance with regulations or individual decisions, made 
use of exemption clauses to deal with co-operation agree- 
ments between undertakings designed to strengthen their 
competitive position. Some progress was made by the 
adoption of decisions in typical gases involving patent 
licensing and ‘know-how’ agreements, both of which are 
essential for the exchange of technical information in the 
modern economy. 

The report also contains the results of studies which 
show that the general tendency towards concentration is on 
the increase in the Common Market. International mergers 
and take-overs in the Common Market, which showed 
a marked increase between 1966 and 1970, progressed 
to an even greater extent in 1971. Participation by third 
country undertakings in international transactions, although 
still considerable, decreased in comparison with mergers 
and take-overs by undertakings in the Common Market. 

Thirty-two sector-by-sector studies show that, during 
the period 1962 to 1969, the number of undertakings 
increased in three sectors only; in the others, there was a 
marked decline in the number of undertakings. The degree 
of concentration lessened in four sectors only, while in 
others it tended to increase, gathering momentum over 
the years. 

Competition policy will now apply to a larger geographic 
area following the accession of the three new Member 
States and the conclusion, with those EFTA countries 
which have not joined the Community, of free trade agree- 
ments which specify that trade flows between these coun- 
tries and the Community must be allowed to develop 
without conditions of competition being distorted. 
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Disclosure and Minimum 


E dealing, warehousing and nominee holdings 
naturally fell to be considered together. Other proposals 
to be included in-the new Companies Bill are inevitably 
sporadic and isolated, and do not have any single coherent 
theme. 

Of very great interest are the proposals concerning the 
disclosure requirements relating to directors who make 
trading or management contracts with the company, 
either in their private capacity or through the medium of a 
company in which they hold a sizeable stake; again the 
question of the use of nominees behind whom the existence 
of that stake may be concealed raises its unpleasant head. 
The present disclosure requirements concerning this are, 
first, disclosure to the members in general meeting; this 
would undoubtedly be the most efficacious were it not for 
the fact that the articles (see Table A, article 84) almost 
invariably waive this protection. 


Not unduly stringent 


Secondly, there is disclosure under the Companies Act 
1948, section 199, to the directors. This does not look 
unduly stringent, particularly when it is borne in mind that 
even for a public company only two directors are essential, 
and that even with larger boards members might be dis- 
posed to look with an indulgent eye on each other’s 
activities in the reasoned expectation of reciprocal treat- 
ment when Buggins’s turn arises. Lastly, there is disclosure 
in the directors’ report to the members of the company in 
accordance with the Companies Act 1967, section 16; this 
requires disclosure of any contract made between a director 
and the company ‘being, . . . in the opinion of the directors, 
a contract of significance in relation to the company’s 
business and in which the director’s interest is or was 
material’. 

It will be noted that this definition is, perhaps justifiably, 
very vague — what, for example, would be a ‘significant’ 
contract in relation to a company having an annual turn- 
over of many millions of pounds? — and, in any event, 
leaves the matter to ‘the opinion of the directors’. The 
Jenkins Committee concluded that it would neither be 
desirable nor practicable to require any general disclosure of 
directors’ interests to the members. Despite this dis- 
couraging conclusion, it is here submitted that perhaps 
company law could borrow something from local govern- 
ment law, under which a member of a local authority 
who holds shares in a company contracting with that 
authority is not required to disclose his interest, provided 
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that it does not exceed a specified small proportion of the 
total capital. 

The Jenkins Committee did, however, specially mention 
‘the type of arrangement which is sometimes adopted .. . 
whereby agents are appointed to manage the whole or a 
substantial part of a company’s business’ — a most extra- 
ordinary arrangement, one would think, except as regards 
the foreign business of a company operating overseas. The 
committee went on: ‘In such circumstances, the directors 
are, in effect, delegating to others part of their duties and 
responsibilities, and, if they have an interest in the manag- 
ing agency, are drawing part of their remuneration for 
the management of the company indirectly through the 
agency.’ The committee recommended disclosure in the 
directors’ report of any material interest of a director in 
such a contract, but ‘our recommendation does not cover 
such contracts as those delegating the work of share 
registration, repair and maintenance of plant, design and 
technical work, or contracts under which another firm 
acts as professional advisers .. . even where this is under a 
long-term retainer’. There is an extensive field for hidden 
peculation here. 

The Government White Paper proposes legislation re- 
quiring agreements for the management of the company 
to be filed with the Registrar of Companies if a director has a 
material interest; this, albeit of very limited scope, follows 
the Jenkins Report, but it is not clear whether disclosure will 
be required concerning agreements relating to a sizeable 
part of the management of the company, nor is there any 
mention of disclosure to the members in the directors’ 
report. The White Paper also contains proposals for 
tightening up the disclosure provisions relating to directors’ 
interests in contracts with, and resolutions put before, the 
company, and for either prohibiting or requiring prior 
consent of the shareholders in general meeting for certain 
categories of transaction where the director’s duty towards 
the company and his own personal interest are clearly in 
conflict. , Until the detailed draft legislation becomes 
known, it is impossible to assess the stringency or likely 
efficacy of such measures. 


Late filing of accounts 


A very welcome provision in the White Paper concerns the 
Government’s intention to tighten up the law relating to 
the filing of company accounts with the Registrar and for 
securing its enforcement. It is there pointed out that the 
present law sometimes permits the filing of stale accounts 
which can be nearly three years old when filed; that, of 
approximately 600,000 existing companies, perhaps as many 
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as 250,000 are at any given moment of time behindhand 
in filing their annual returns, or the accounts which should 
accompany them; and that fines imposed upon the small 
segment of defaulters which the administrative machine is 
adequately staffed to pursue are no more than derisory in 
character, usually ranging between £5 and £30. Legis- 
lation is, therefore, to be introduced curtailing the period 
during which the filing of company accounts may lawfully 
be delayed, and altering the penalties for failure to do so in 
order to ensure that these fall increasingly and heavily upon 
the directors responsible. 


Public and private companies 


There is a strange, vague segment of the White Paper 
relating to the distinction between public and private 
companies and how this and its consequences might be 
amended. The Government propound the view that the 
public interest does not require the same amount of dis- 
closure from small companies as from large ones, and that 
there is ‘a valid and important difference’ between a 
company that owes a wide duty to its numerous share- 
holders, to potential shareholders, to creditors and to the 
public interest at large, and on the other hand a company 
that owes a duty more narrowly to its creditors and to a 
restricted number of members. It may, however, be 
observed that although the distinction may be clear as 
regards companies at opposite ends of the spectrum, there 
is little more than a blur concerning those in the middle. 
The Government, therefore, propose to redefine the status 
of the private company in a way which will give statutory 
effect to ‘existing practice’ (whatever that may mean) and to 
require that status to be made explicit in the company’s title. 

It is proposed to define explicitly (although the criteria to 
be employed in the definition are in no way stated in the 
White Paper) the term ‘public company’. Moreover, a 
public company is to be required to have a minimum paid- 
up capital of about £10,000, to comply with the pending 
dictates of our masters the European Commission and 
Council of Ministers; this is said to ensure that any 
company having public status has a reasonable minimum 
level of resources, although it might be thought that for a 
genuinely public company the figure chosen is not over- 
ambitious. 

Moreover, the Jenkins Committee noted that ‘it would be 
difficult, if not impossible, to prevent a company, once 
formed with a statutory minimum of cash, from returning 
the cash to the promoters either in exchange for assets, such 
as goodwill, or by way of a loan, or in some other way’, and 
reluctantly concluded that, despite favouring the principle of 
a statutory minimum paid-up capital, its purpose would be 
too easy to evade and hence such a step could not be 
recommended. The White Paper, nevertheless, proclaims 
the Government’s belief that there is ‘sufficient value in the 
provision, partly as a protection and partly as a deterrent 
to frivolous incorporations, to make legislation desirable’. 
There is thus a direct clash of opinion as regards efficacy, 
with the alleged deterrent value against frivolous incor- 
porations tagged on; bearing in mind that the over- 
whelming majority of incorporations appertain to private 
companies anyway, it is difficult to regard the latter 
reason at least as other than so much eyewash designed to 
‘disguise our subservience to European dictates. 
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The White Paper poses, but does not answer, the ques- 
tion of whether it would be desirable to require a minimum 
paid-up capital of, say, £1,000 for a private company, and 
puts forward the same arguments as have been already 
mentioned regarding a public company; in fact, of course, 
it is only in this sphere that the need to deter frivolous 
incorporations has force. It goes on to tell us that ‘what 
may be needed is an additional form of incorporation 
which does not give lightly the privilege of limited liability 
(with its attendant need for a significant degree of disclosure) 
but which does afford the benefits of incorporation to the 
small traders to whom they are of value’. 

Had unlimited companies not been mentioned shortly 
afterwards, one would have wondered whether the Govern- 
ment had ever heard of them; since it is aware of them, 
some surprise must be felt concerning the proposed need 
for a new type of organization in order to achieve the bene- 
fits of incorporation other than that of limited liability but 
freed from ‘a significant degree of disclosure’ — unless this 
means something beyond the filing of balance sheets 
and profit and loss accounts. The purpose may, however, 
be to force small traders to undertake unlimited liability, 
instead of this being at present an option infrequently 
adopted. 

It is interesting to note that, almost thirty years ago, it 
was suggested to the Cohen Committee that, in order to 
prevent the formation of unsound private companies, such 
formation should be prohibited except with a paid-up 
capital of at least £5,000. The Committee rejected this as 
an obstacle to persons of small means, along with other 
(unspecified) defects. 


Basic issue 


Apart from their extremely tentative nature, the ob- 
servations contained in the White Paper seem to display 
overmuch concern about whether. limited liability is in 
reality of much advantage to the small trader, whereas it is 
submitted that the basic issue is whether it is justifiable 
that he should have this privilege. This question is es- 
pecially pertinent in relation to what is in reality a one- 
man company; it is also pertinent to what in economic 
reality are partnerships, but which trade in law as companies 
with the benefit of limited liability. What is the magic in 
the legal transmutation which makes it desirable that they 
be granted limited liability as a result? 

To suppose that no one will extend to the familiar ‘£100 
company’ more credit than is commensurate with its 
monetary resources is to presuppose a degree of sophistica- 
tion in the populace at large concerning the nature of 
companies and the extent of their resources (let alone the 
resources of the individual companies with which they are 
dealing) which is unhappily ill-founded. To restrict the 
privilege of limited liability to companies with a sizeable 
capital may perhaps be justified on pragmatic grounds, and 
also since it is in general realistic to expect members of . 
small companies with small resources to keep a close 
eye upon their activities; hence it may in general be fair 
to expect them to be able to avoid plunging too deep, or to 
bear the consequences of failure to avert this. 
In most companies with substantial resources, the 
members have little or no opportunity to exercise this 
surveillance. 
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Future? 


by STANLEY MIDDLETON, F.C.A. 


Speaking at the conference organized last month by ACASS on the future 
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of the profession, Mr Middleton — senior partner in the Newcastle office 

of Coopers & Lybrand, and a member of the English Institute’s Council — gave 
his personal views on future trends for the profession and on the development 
of financial advice, and reviewed the Institute’s ‘track record’over the past 


five years 


The profession, he suggested, must rise to new challenges in several fields, 
and will have to accept a measure of integration if it is to function effectively 


in Europe. 


EK are responsible under the Companies Act 
for producing at least once a year a profit and loss account 
and a balance sheet, which shall give a true and fair view of the 
profit or loss and of the state of affairs. The auditor is required 
to state his opinion with regard to those accounts as to whether, 
in his view, they are true and fair. 

Only a statement covering the whole life span of a business 
can be deemed to be accurate in the determination of profit. 
Certainly for periods of a year — artificial periods governed by 
the time it takes the earth to circle the sun — profit cannot be 
determined with complete accuracy. It is for this reason that 
accounting principles have evolved so that profit can be stated 
in a set of annual accounts in a true and fair manner, on a 
consistent basis, and in such a form that the reader is not 
deceived. 

The use of artificial periodical stops to appraise the financial 
profit over the effluxion of time is still the most practical method 
available. Shareholders are interested in what is going on with 
their company, and the preparation of accounts and the audit 
report thereon has a social function. Judgment therefore 
appears — judgment by directors and judgment by auditors, to 
ensure that the accounts presented are true and fair. 

The biggest area of possible change is a reduction in the 
requirement for statutory audit, and this would affect the 
profession significantly. Half a million limited companies 
are required to have the same statutory audit and if, for some 
reason, only those companies which had a public quotation were 
required to have the statutory audit, then the effect on the pro- 
fession would be disastrous. It would be bound to produce two 
standards within the profession — those capable of dealing with 
the easy audits, and the selected few who were deemed able to 
deal with the difficult audits. This could not be a good thing for 
the profession, bearing in mind the efforts that are made and 
have been made for many years to raise the standards of those 
joining and those who belong to this profession of ours. 

The development of standard accounting principles is an 
effort to narrow the areas in which a personal view can have a 
significant effect on the accounts. It is 30 years since the Institute 
started to issue recommendations on accounting principles, and 
these had a significant effect on accounting in this country and 
throughout the world. Now, by means of the exposure draft 
principle, the Institute is developing standard accounting 
principles and the greater disclosure of these principles in 


accounts, with a view to obtaining more meaningful accounts 
without binding companies to a rigid set of rules. This is what 
accounting principles are all about — greater disclosure is the 
pattern for the future. 

What has not yet been started is a similar series on auditing 
standards. The Americans are miles ahead of us in this respect 
and they have, in fact, codified audit standards and procedures. 
This, then, is the next step in the future; such auditing standards 
will range over the whole field of auditing, and state standards 
to be achieved. 

I would now like to mention another thing which might 
affect practising firms. The auditing profession in Europe is 
restricted from providing any other services to its audit clients. 
We would be prevented, should this happen here, from giving 
taxation advice; and, of course, management consultancy would 
also go out of the window. 

I think it is vital that we continue to show that we can give the 
best advice to clients in the fields allied to auditing from within 
the same firm, and persuade our European friends that this does 
not affect our independence, but is the right thing to do. 


Inflation 
It is appropriate to quote at this point the views of Mr Roger 
Hussey, Director of the Irish Institute [Accountancy Ireland, 
October 1972]: : 

‘In future, the problem of inflation will have a very consider- 
able impacton the work of the accountant. Traditionally, account- 
ancy and business generally have been accustomed to the idea of a 
single common unit, to which all matters could be reduced — 
that is the common and inviolate pound. Anything that could 
not be reduced to terms of pounds was rigorously excluded from 
all calculations, on the age-old concept that you cannot compare 
any two things which are not expressed in common terms. 

‘Acceptance of the continuing presence of inflation has given 
rise to a fundamental change in this concept. The idea that 
today’s pound has an ever-changing relationship with yesterday’s 
pound, and a relationship based on probability with tomorrow’s 
pound, introduces a degree of sophistication into the proper use 
of financial information which would never have been forecast 
even ten years ago. 

‘There is little doubt in my mind that this single introduction 
of the concept of the varying value of the pound will introduce 
an enormous demand for able and competent financial advice 
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by business of ali levels’. I am sure that this profession is the 
one to deal with the problem, but I would ask you to consider 
whether the profession should continue to lead — the ASSC has 
produced the first document in this country on inflation account- 
ing — or whether statutory power should be taken by the govern- 
ment of the day to insist that accounts are drawn up on some 
basis which they will decide. 

I think that the efforts to solve the method of presentation 
belong with the profession, and I am sure that we are going to 
hear more about inflation accounting over the next few years. A 
number of large companies are already producing accounts 
which take into account the effects ot inflation, even though the 
method has not yet been established as a principle. 


Profit forecasts 


The accountancy profession in America is not yet involved in 
profit forecasts, but we are well and truly involved in this country 
— due to the need for directors to forecast the future anyway 
and, of course, if directors are faced with a bid situation. 

We may be acting either for the bidder or for the company 
which is the subject of the bid, and it is necessary that we should 
encourage the large companies to produce short- and long-term 
forecasts of profit to enable the company to establish a track 
record which can be relied upon in the circumstances of a bid. 
This sort of information is woefully lacking, and directors must 
be encouraged to pay more attention to this. 

I see an extension of the audit function into the future. Our 
judgment is going to be needed more and more in the future 
forecasting area, which will make the job more exciting, more 
interesting, more rewarding and, by its very nature, more 
difficult. 

I believe also that we shall get involved in a new field com- 
pletely outside the function of reporting on the truth and fairness 
of accounts and this future reporting ~ that is, in social account- 
ing. The White Paper on company law reform [Cmnd 5391, 
The Accountant, August 2nd] is not the first time that the 
awareness of a social responsibility for companies and similar 
organizations has been mentioned. 

In an increasingly complex industrial society, it is no longer 
enough for directors to claim that their sole duty is the simple 
one of profitability. A board of directors has to reconcile several 
different interests, of which profit is the main, but cannot be the 
only one. Any company must behave as a responsible part of the 
society in which it exists, but, as for an individual, responsibili- 
ties are of two kinds — one specific and one general. 

The law sets limits to the pursuit of profit — be they limits on 
acts affecting the public generally, such as fraudulent dealing, 
exploiting monopolies or polluting the atmosphere, or domestic 
matter such as the amount of redundancy payment and the 
keeping of books of account. The other kind of responsibility, 
a more general and moral kind, is much more difficult to specify 
and define in terms that can assist any board to decide in any 
particular situation just where that responsibility leads them, or 
that can be translated into law. 

Companies have a general duty to society outside of their 
pure legal duty — they have a moral obligation to contribute to 
the country in the widest context. This responsibility is more 
difficult to specify, and it follows that judgment ofa high standard 
will be required. An independent assessment is required, and I 
believe that this profession has the fund of knowledge to do this. 

This new function is going to be more difficult than anything 
we have done so far, but the challenge must make the job more 
interesting. 

The concept in local government accounting — and local 
authorities will soon be spending at the rate of {10,000 million 
a year ~ is of value for money; the auditor dealing with a local 
authority has to express his opinion on the value for money 
concept. This is what he deals with — that the operation of a 
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local authority is directed towards the best value for money 
whilst they hold a balance between different groups of people. 

J believe that this job is far more difficult than reporting on a 
set of accounts as to their truth and fairness. This function is 
likely to extend, in my view, to commercial audits inasmuch 
as someone is going to have to assess whether a company, by 
virtue of its operation, is contributing to or detracting from the 
environment in which we live. Again, I believe that this falls 
within the range of the statutory auditor, and I believe that the 
Institute will need to get involved on behalf of its members in 
this sort of thing. 

One final point: who should appoint auditors? The basic duty 
of a company is towards its creditors; but it is shareholders who 
appoint auditors at the moment. Perhaps we should consider 
ways of involving creditors in the appointment. 


Financial advice 


Writing in Accountancy for Febuary 1973, Mr David Firnberg 
said: 

‘In order to master the changes time brings with it, people need 
to adapt, to learn new skills and understand new technologies. 
Education tends to succeed a new technique rather than precede 
it. Those responsible for setting a syllabus do so from the. 
background of their own knowledge and experience; thus the 
young are taught to revere what has been, and not what will be. 

‘As new technologies emerge, they are made to conform to the 
existing rules and follow existing disciplines; the heretic, who 
wishes to use the technology to do things in a new way, or to do 
things which could not previously have been done, is scorned. 
It is important to understand this backward-looking reaction to 
a new technology — making it conform to existing rules and 
conventions rather than writing a new set of rules to exploit the 
new freedom it brings and create new safeguards for the new 
problems and dangers. 

“We are now at the stage where the value of computers installed 
around the world is more than £4,000 million, with the capabi- 
lity of performing over 10,000 calculations for one new penny. 
With this enormous supply of computing power there can surely 
be very few aspects of human activity that are not affected. 

‘We are just beginning to realize thé possibilities that are now 
open, the possibility to do old things in new ways, and the 
possibility to do things that just could not have been done 
before. The future lies with those who can comprehend the 
possibilities now open and can apply this new power to the 
problems of today’s world. Those who cling to old methods, 
reacting to the technologies by making them conform to old 
disciplines, will find their power slipping from them and their 
position and authority eroded.’ 

It is, therefore, through our knowledge of computers that we 
can develop the financial advice which can be given to business. 
I think it is fair to anticipate that industry is going to get larger, 
more complex and more geographically diverse. This complexity 
in size will require more in the way of financial advice and 
services; and the only way I can see whereby information can 
be processed speedily is by the use of computers. 

Accountancy is, above all, a coherent system of information 
and it must be that this is an area in which those in industry, 
and possibly those in practice, can extend their usefulness to 
society. 


The Institute’s track record 


The English Institute public relations machinery is still far from 
ideal, and we must find a way of keeping members better 
informed about what is going on. Public relations cost money 
but, as I happen to believe that the future strength of the 
profession is dependent on the individual efforts of members, 
properly directed, I think that we will succeed in producing in 
return a greater feeling of pride. 
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I mentioned accounting principles and auditing standards. 
The ASSC is using exposure drafts in an attempt to involve 
as many people as possible in producing acceptable accounting 
principles and, in due course, acceptable auditing standards. 
This is a new procedure -- it hasn’t been used in any other 
profession in this country, so far as I know, and it works well. 

Remember that the areas in which we are now operating are 
contentious and arguable. By the use of exposure drafts, we get 
what we hope is an acceptable solution to contentious points. 
This must be good in terms of our social duty in that accounting 
principles acceptable to us all will be exposed in accounts. 

Under the Local Government Act 1933, the professional 
accountant was barred from auditing a very large part of local 
authority accounts. When the Greater London Council was 
formed, the professional auditor was barred from it completely. 

The Institute fought this long and hard and, as a result, the 
Local Government Act 1972 now gives the professional auditor 
exactly the same rights as the district auditor. In other words, 
a local government county or district can now appoint a pro- 
fessional auditor, either for the whole or part of their accounts. 
Furthermore, the audit of the Greater London Council is also 
open to professional firms in 1975. 

This is a very big breakthrough for the professional auditor — 
remember that local authorities deal with £10,000 million annu- 
ally and that the audit requirement is probably more difficult 
than a commercial undertaking. Appointments are now being 
made and, should a professional firm be appointed, then it 
follows that they will have to do a good job. Otherwise, the 
standards achieved by professional firms will be brought into 
disrepute. 


The European scene 


In Europe we have nine nations, the commercial world of which 
has varied in development; so have the accountancy bodies in 
the nine nations. What is going on now is a reconciliation of the 
ideas of the professional bodies in the nine countries in an 
attempt to smooth or rationalize their accounting principles and 
their auditing policies. 

Good work is coming out of this — accounts in Europe seem 
likely to need an audit report — not a certificate — and the report 
will state whether or not the accounts are true and fair. 

There is a study group dealing with accounting principles, 
and it is hoped that the first European accounting principles will 
be announced in the near future. We are really down to basic 
concepts — dealing with such matters as consistency, prudence, 
the accruals basis and the going concern basis. 

The other members of the Common Market don’t understand 
the structure of our profession in the UK. We have separate 
Institutes of Chartered Accountants in England and Wales, 
in Scotland and in Ireland. We have Certified Accountants, we 
have Cost and Management Accountants, we have the Institute 
of Municipal Treasurers, and so on. We have a system of articles 
in our profession. None of these means anything to the European. 

If we take a long view, the integration of professions within 
the European Common Market (and the wider communities 
of the 21st century) is absolutely inevitable if the professions 
want to keep their places in the sun. Governments, EEC 
commissions and the like are not going to haggle a miscellany 
of societies all claiming to represent a profession or parts of one. 
If the professions do not come together, bureaucrats will make 
them do so — or they will create the state-run registers and 
government control that we in Britain have always tried to avoid. 

How we should integrate or co-operate is a matter for discus- 
sion, but finding the way will be much easier when members 
accept the principle that in the long-term we shall have one 
umbrella body for the profession in the UK. We might yet see 
one umbrella body in Europe before one is established in 
the UK. ; 
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Prior to January 1963, the Institute, believe it or ngt fad nd - 
education committee. It is difficult to conceive that only. 11 -’ 
years ago the Institute accepted no formal responsibility for ` 
educating its students. bN 

In 1966, the first nine-month courses were organized 
experimental basis at four colleges with 126 students. Now in 
1973 the foundation course is compulsory for the ‘A’ level entry, 
for over 2,000 students at 31 colleges. The Institute has set up a 
clearing house to help students to find places. 

The entry standard was raised to two ‘A’ levels in 1971. Talk 
about raising entry standards really is a nonsense — the standard 
has been restored to what it was in 1939, that of university en- 
trance. In 1959 we had 2,680 articled clerks, mainly ‘O’ level; 
in 1972 we had 5,500, of whom 86 per cent were either graduates 
or ‘A’ level entrants. 


Training policy 


In 1972 the policy for education and training was announced, 
followed by amendments to the Charter and bye-laws. These 
included foundation education at college or university, and 
education for professional examinations based on linked private 
study. The private and public sectors of education and profes- 
sional firms are now co-operating as never before in introducing 
these link courses, and an accreditation board has been set up 
by the Institute to review all types of courses provided for 
future members. 

Improved arrangements now exist to ensure that only suitable 
practices are allowed to take students, and to ensure that prac- 
tices which prove incapable of providing adequate training are 
prevented from taking more students. Arrangements have been 
introduced to provide for the hearing of students’ grievances 
about conditions of service, and there are plans to require 
the district societies to provide a clearing house service for 
group training arrangements and/or secondment, to ensure 
that students gain an adequate range of training. 

Standards of post-qualification education are to be raised by 
requiring members admitted after January ist, 1974, to gain 
two years’ relevant post-qualification experience before the grant 
of a practising certificate. Standards are to be further raised by 
requiring members admitted after July rst, 1978, to pass tests 
before being advanced to fellowship. And there is a huge 
increase in the range of updating courses available to members. 


Technical Department’s work 


The job of the Institute’s technical department and of its 
Parliamentary and Law Committee has to be seen to be believed. 
The Institute has published books on value added tax, 
corporation tax, and the unified system of personal taxation; 
three annual surveys of published accounts; and a summary of 
the situation in bid situations dealing with the accuracy of 
profit forecasts. The total sales of 1972 publications was £80,000. 

Among its services to members, new personal accident, 
permanent health, practice finance and indemnity assurance 
schemes have been developed by the Institute in the last two 
years. The Professional Standards Committee has had an 
enormous increase in the number of requests for advice. 
The interfirm comparison scheme has been a great success and 
is now in its second year. The appointments service has never 
been better or more successful. 

Students now have the benefit of an improved careers advice 
and counselling service. We have training forums to teach char- 
tered accountants how to train students and, just as a matter of 
interest, the schools business game now attracts over 3,000 
students from 268 schools. 

The fault must lie with our communications. In my opinion, 
members are not told enough, and this is one of the things that 
we must improve in the immediate future. 


S 
Wah 
oan oo. 


THE 


ACCOUNTANT 





New Image for 
Armstrong Equipment 


ESIGN — good design ~ is an 
essential element in the presentation 
of a company’s annual report and ac- 
counts. The annual publication, besides 
meeting the requirements of law, of 
accepted accountancy standards and of The 
Stock Exchange — assuming it is a quoted 
company — should in its presentation 
provide an impression of what the 
company does, and more particularly the 
way it does it and the people who do it. 
This does not necessarily mean any- 
thing dramatic or arty or clever in the 
manner of presentation. It does, on the 
other hand, mean presentation which 
keeps up with fashion to a degree without 
changing to the extent that it alters the 
impression of the company that is in- 
tended to be given. A first-class example 
of a change in presentation and also a 
change leading to a sharpened impression 
of the company concerned is achieved by 
the latest report and accounts of 
Armstrong Equipment. 

The 1971~72 report did not lack 
presentation. It contained plenty of 
pictures in colour and black and white, 
and the chairman’s statement was inter- 
spersed among them ~ seeming to weave 
its way between the pictures. The ac- 
counts were straightforwardly presented 
with the figures on yellow columnar back- 
grounds, which had the advantage of 
highlighting the figures, but disadvant- 
ages when both current and comparative 
figures were against the same background. 


Change 


The 1971-72 report was not short on 
statistics. The six-year record, again 
with the figures presented black on a 
yellow column background, was sup- 
plemented by charts of earnings per 
share, net profit growth, return on assets 
and sales per employee. 

But despite the comparatively lavish 
style of the report — gloss paper through- 
out — the impression was not entirely of 
force and clarity, which was a pity because 
Armstrong Equipment is a company 
that has clearly known its role and its 
purpose these past seven years and has 
achieved considerable success as a result. 


This "wears report, by a change in 
presentation, materially improves the 
impression. The change begins with the 
front plain beige cover with the name 
ARMSTRONG in white in the top 
right corner and under it in red Directors’ 
Report and Accounts ist July 1973. 
Last year the company’s name was on a 
black background but the cover was a 
montage of the fronts of sixteen different 
cars for which presumably Armstrong 
make suspension units and other things. 

There is in the latest report a very 
material improvement in the quality of 
the colour and Mr J. Harry Hooper, 
T.D., now chairman and managing director 
whereas last year he was managing direc- 
tor only, is recognizable as Mr J. Harry 
Hooper, T.D., by those who know him. 
Last year’s picture must have given some 
of his friends quite a shock. 


Unmolested 


This year the chairman’s statement is 
allowed to run unmolested by pictures. 
The colour pictures are there but they 
do not intrude. They illustrate. 

The directors’ report and the ac- 
counts form the middle 12 pages of 
the report and in contrast to the 
white gloss paper of the outside 12 
are printed on beige paper. Black ink is 
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Chairman and Managing Director 
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used in the main, albeit with account 
headings and comparative figures in 
blue. Gone are those yellow background 
columns and vastly improved is the 
presentation of the figures themselves. 

Accounting policies are separately 
stated this year. The historical record 
covers seven years and is much better 
set out: the clumsy black and white 
charts of the previous year have given 
way to blue columnar charts providing the 
same supplementary information to the 
seven-year record. More colour pictures 
of products, their manufacture and their 
use round off the report, and shareholders 
ought to be pleased with it. 

The report was designed and printed in 
Hull and this provided much closer and 
more helpful liaison between company 
and printer — the latter being Archibald & 
Johnsons Ltd. It should not be assumed 
that the Armstrong report and accounts 
are anything dramatic or sensational in 
their presentation. But comparison with 
the previous year’s demonstrates clearly 
what good design, presentation and 
printing are all about. 


Personal relationships 


The success of Armstrong Equipment, as 
demonstrated in the seven-year record 
included in the reprint, is very much a 
matter of successful personal relation- 
ships in the boardroom and in the business 
generally. Mr Hooper, paying tribute to 
Mr Irvin Haylock, F.c.a., who, although 
resigning from the chair, remains on the 
board as financial consultant, says that 
their personal relationship during the 
past years has been a major factor in the 
success of the company. 

So has the success of the group’s 
industrial relations division, and the co- 
operation and goodwill of trade union 
representatives who sit on the several 
consultative, productivity and negotiating 
committees. In the past seven years there 
has been virtually complete renewal of 
the Armstrong organization, and part 
of the expansion of the year under review 
was due to the commissioning of the 
company’s own tube manufacturing com- 
plex; the introduction of a complete 
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Self-employed clients? 
Help them turn their income tax 
Info apension. 


Tell them about Time Assurance Personal Pension 5.5% to the basic pension for each year up to pension 
Bonds: age (interim bonus of 3% plus vesting bonus of 2.5%), 
Tell them about the Total Tax Exemption and also make a greater tax-free cash sum available 

Yes, total tax exemption on every penny saved at retirement. What is more, the interim bonus con- 
for retirement. Because premiums come off the top tinues to be added after pension age, 
of earnings, reducing taxable income. Which means The generous pensions available 


that, for basic rate taxpayers, a £100 premium would 
cost £70. And higher rate taxpayers could claim as 
much as £75 tax relief for every £100 they save. 


For example, a man aged 40 next birthday, 
paying an annual premium of £300, can now expect a 
starting pension at age 65 of £3,177 p.a. or he can 


Increased vesting bonus take a tax-free cash sum of £7,074 and a pension of 
The pensions provided by Time Assurance £2,358 p.a. for life. 
Society have always been considered to be generous Tell them soon 


and now the vesting bonus has been increased again Send the coupon below for complete agency 
from 2% per annum to 2.5% per annum of the basic details and a full set of rates for men and women 
pension. This means that we can now add a total of at all ages. 
You'll be doing your self-employed clients a _ 
favour—and yourself a favour too: our commission 
rates are realistic and take account of the cost of 
your service. 
ee 


I TO: TIME ASSURANCE SOCIETY 


I 56 Moorgate, London, EC2. Tel: 01-628 7546/7. 


Manchester Office: 12a Piccadilly, Manchester 1. 
I Telephone: 061-624 7299/061-624 9955. 
| Scottish Office: 6 York Place, Edinburgh 1. 
I Telephone: 031-556 3895. 


I Please register me/us as Agent{s} of Time Assurance Society, 
and send a supply of Pension Bond literature. 
i TA/18/10/73 
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BLOCK CAPITALS, PLEASE 











Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% per annum and an 

additional vesting bonus of £2.50% per annum. 







Increasing annuaily 
by interim bonus 
additions to produce a 
Total Pension of: 














Pension at 65 Cash option at 


pension age 


















Adjusted 
Total 
at age 65 


Tax-Free 
Cash Sum 








Age next 
birthday 
at entry 


Atage 70 | Atage 75 







If you select age 65 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and § show 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free jump sum and revised commencing pension 
at present rates, if you choose to commute part of your normal pension for cash. 


TIME ASSURANCE rie, 1 


NI 


THE 


ACCOUNTANT 


Sumption on Taxation of 
Overseas Income and Gains 
By Anthony Sumption, Barrister, formerly a Solicitor. 


This work deals with the foreign element in United 
Kingdom taxation as a separate subject within Revenue 


‘Law. It has been written in response to the great increase 


in the volume of overseas business and the consequent 
growth of tax havens, offshore funds and other inter- 
national devices. The author explains various methods of 
minimising taxation appropriate to individuals, partner- 
ships and companies, steering his readers away from the 
many pitfalls which litter the path of the tax planner in this 
particular field. The book sets out to provide a practical 
guide, and case histories are often used to illustrate the 
argument. 


£3-80 net (£4-06) 0 406 53870 0 


The Tax Practitioner's Diary 
1973-74 


Edited by Butterworths Editorial Staff 


This slim, neat diary, measuring 7x34 inches, will travel 
comfortably in the breast pocket, giving a ready source of 
reference at all times. The contents include the following 
subjects: Administration, HMSO Tax Publications, Income 
Tax, Corporation Tax, Capital Gains Tax, PAYE Calendars, 
Estate Duty, Stamp Duties, National Insurance, Logarithms 
and Anti-logarithms, Ready Reckoner Table and VAT. 

The principal changes effected for this year are as follows: 


%* New tables showing income tax on specimen incomes, 
rates of corporation tax and capital allowances. 

% Separate address and telephone booklet in back pocket. 

% Flexible covers with transparent pockets. 

zk Two-page outline map of Central London. 
New front pages, including metric conversion, European 
and world travel and European data. 


‘Never can so much required by so many have been 
included within such a small compass. ... Indeed, The Tax 
Practitioner's Diary is more than an aide-mémoire, it is a 
positive vade mecum to be ranked on the bookshelf along 
with Whitaker's Almanack and Roget's Thesaurus ... this is 
an extremely valuable publication which should become 
an annual standby for all doing tax work.’ New Law Journal. 
£1-60 net post free (plus 16p VAT) 0 406 53957 0 


Ray’s Practical Estate Duty 


Planning 
Second Edition, 1973. By R. P. Ray, B.Sc.(Econ.), F.T.1.1. 


‘The title to this book is an indication of the contents. The 
authors have succeeded in indicating not only the positive 
steps to be taken, but a vast range of pitfalls to be avoided. 
This volume is based on practical experience in estate duty 
planning, and well worth the price and the time spent in 
reading LU — /ncome Tax Digest and Accountant's 
Review. 


£3-00 net (£3:25) 0 406 53677 2 


Bracketed prices, inclusive of despatch, apply to 


single copies ordered from the Publishers by post; 
multiple copies are sent at net published price. 





Butterworths 
88 Kingsway, London WC2B 6AB 


Showroom: 
11-12 Bell Yard, Temple Bar, London WC2 
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Mr.D How would you advise a client who 
wants to help old people? 


Mr. R 


Mr. D 


Mr. R 


Mr. D 


Mr. R 


Mr. D 
Mr. R 


Well in fact I have a client who uses the interest on 
her deposit account each year to help rehouse really 
needy old folk. It’s only £30 or £40 a year but 
it’s a regular amount, and through Help the Aged’s 
sheltered housing scheme it gives practical help to 
our needy aged at home and helps feed destitute old 
people abroad. 


Tve heard of Help the Aged, but I don’t know 
exactly what they do. ; 


There are over 300,000 old people in Britain who 
need rehousing. They live irf terrible conditions, 
in squalid damp rooms with no proper toilet 
facilities, and no hope of help. Help the Aged 
build flats to rehouse as many old people as they 
can. 


Yes, I remember a friend of mine gave £150 and 
had a flat named in memory of her mother. 


And £250 will name a double flat for an old couple. 
With £11,000 Help the Aged can build a whole 
new block of flats for old people (using official 
loans), where they can be independent for years. 


It’s a very practical way of helping. 


It is. £10, £20 or £30 can be multiplied 20 times 
over by Help the Aged for new housing for the 
old. And overseas, £2 can feed an old person for a 
month in the underfed areas. 


If your clients would like to help distressed, 
helpless old people, and show that some 
goodness is at work in the world, please 
remember the value of legacies. An annual 
report will be gladly sent on request. 


Hon. Treasurer Rt. Hon. Lord Maybray-King 
Help the Aged, Room TA3L, 8D enman Street, London W1A2AP, 
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cold forming nut plant — bought from 
Detroit — in the specialized fastenings 
division, and the shift in the business 
base as the result of a decision to acquire 
and build up an automative replacement 
parts distribution network. 

Mr Hooper comments that ‘the man- 
agement team which has been developed 
to create the successes of the past seven 
years, together with the financial control 
and management information systems, 
is available to continue the development 
of the company at the rates achieved 
during these past years’. 


Premier Consolidated 


i ITH the approval of the London 

Stock Exchange’ the directors of 
Premier Consolidated Oilfields decided 
to omit the usual eight-year comparatives 
from the report and accounts. The 


ARMSTRONG EQUIPMENT LIMITED 


CONSOLIDATED PROFIT & LOSS ACCOUNT 
FOR THE YEAR ENDED jet JULY 1973 


THE 


ACCOUNTANT 


reason, as the chairman, Mr H. T. 
Nicholson, F.C.A., tells shareholders, is 
that the company has changed so 
radically that eight-year comparatives 
have become misleading. 

And that is fair comment since the 
March 1973 balance sheet puts capital 
employed at £2,227,164 compared with 
a mere £174,990 in March 1972. Not 
that March 31st was the end of the 
transformation. A pro forma balance sheet 
reflecting further developments lifts the 
figure by another £550,000 to £2,777,164. 

Formerly an oil company operating in 
Trinidad, Premier Consolidated is now a 
company with extensive oil exploration 
interests in British and Netherlands 
offshore areas and in oil and gas produc- 
tion in the United States and Canada. 
Two years ago, as Mr Nicholson says, the 
company ‘had nothing but a declining oil 
production position in Trinidad with 
prices for our oil which had not changed 
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for nearly ten years despite constantly 
rising costs’, 

‘The real worth of the company natur- 
ally depends on successful exploration, 
and the auditors, Pannell Fitzpatrick & 
Co, preface their report with the reser- 
vation that ‘the company’s interests in 
consortia are stated at cost but their 
ultimate value will depend on whether oil 
or gas is found in sufficient quantities to 
make them commercially viable’. 

Interests in consortia stand in the 
accounts at £72,514 — the directors’ view 
being that the interests ‘have a value 
substantially in excess of the balance 
sheet figure’. 


Home and Away 


OINT auditors, Whinney Murray & 
Co in Huddersfield and Coopers & 
Lybrand in London, have separate re- 
sponsibilities in the Heywood Williams 


CONSOLIDATED BALANCE SHEET 
AS AT 1st JULY 1973 





















































Notes 1973 1972 Employment of funds Notes 1973 1972 
£°000 £°000 £°000 £000 
Sales to external customers 1 22,098 18,747 Current Assets 
= ` Sa Stocks 6,009 4,865 
Trading profit 2 2,471 1,822 Debtors 4,389 3,859 
Interest payable 3 (168) (120) Cash 52 31 
Share of profit less loss of associated companies 1 6 
10,450 8,755 
Profit before tax 2,304 1,708 
Tax 4 921 629 Current liabilities 
Creditors 4,186 3,472 
Profit after tax 1,383 S 1,079 Bank overdrafts — unsecured 1,343 1,193 
Dividends (amount payable to shareholders) 5 Provision for future servicing 212 181 
Preference 6 7 Current tax 252 401 
Ordinary interim 96 112 Proposed ordinary dividends 304 275 
Proposed final 208 275 6,297 5,522 
310 394 Net current assets 4,153 3,233 
Fixed assets 7 4,899 4,043 
Retained profits Investments in associated companies 8 113 114 
Holding company 680 497 Loans to trustees — share purchase schemes 9 80 96 
Subsidiary companies 392 186 Deferred loans 10 (233) (374) 
Associated companies 1 2 
' 9,012 7,112 
1,073 685 — —S 
—= = Financed by 
Earnings per share of 10p 6 7.21p 5.99p Capital of holding company 11 2,058 1,505 
Reserves 12 5,374 4,710 
7,432 6,215 
Loan Stock 13 162 306 
Deferred tax 14 1,418 591 
9,012 7,112 


The notes on pages [513 to 514] 
form part of these accounts 


J. Harry Hooper 
Irvin Haylock 














} Directors 


The notes on pages [513 to 514] 


form part of these accounts 
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Group, the metal windows organization. 
The report of the joint auditors states: 
‘With the exception of certain minor 
subsidiaries, Whinney Murray & Co 
have audited the accounts of all the 
UK subsidiaries and Coopers & Lybrand 
have audited the accounts of the overseas 
subsidiaries.’ 

‘Overseas’ in this context concerns 
South Africa, where turnover in 1972-73 
was £1,603,000 against £1,399,000, for 
profits of £203,000 against £300,000. In 
the UK, turnover was {10,245,000 





THE 


ACCOUNTANT 


against £8,458,000, for profits of £516,000 
against £491,000. 

W. H. Heywood & Co (Ireland) 
appears in the list of subsidiaries provided 
in Note 24 to the accounts where ‘Inter- 
ests in Subsidiaries’ at £4,435,000 are 
identified as £2,718,000 shares at cost or 
directors’ valuation and £1,717,000 of 
advances and current accounts. 

W. H. Heywood & Co (Ireland) is 
incorporated in Eire, but neither Eire 
nor the company figure in the two-page 
detail of UK and South African com- 
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panies in the group, where they are and 
what they do and maps to show it. The 
chairman’s statement does not refer to 
the Eire company nor does the directors’ 
report. It is often difficult to know 
whether Eire is overseas or not. 

For Stock Exchange purposes Dublin 
and Cork are one with London, Glasgow, 
Liverpool and anywhere else. But pre- 
sumably in Heywood Williams, W. H. 
Heywood & Co (Ireland) comes into the 
exceptional minor subsidiaries, which 
would give it a kind of auditing neutrality. 





ARMSTRONG EQUIPMENT LIMITED 


BALANCE SHEET AS AT 
Ist JULY 1973 





Employment of funds Notes 1973 1972 
£’000 £000 
Subsidiary companies 15 6,171 5,081 
Investments 8 119 119 
Loans to trustees — share purchase schemes 9 80 96 
Cash 3 7 
Debtors 71 12 
Creditors (156) (11) 
Proposed ordinary dividends (304) (275) 
Deferred loan (83) (74) 
5,901 4,955 
Financed by 
Share capital 11 2,058 1,505 
Reserves 12 3,669 3,138 
Loan Stock 13 162 306 
Deferred tax 14 12 6 
5,901 4,955 








J. Harry Hooper 


Irvin Haylock } Directors 


The notes on pages [513 to 514] 
form part of these accounts 


AUDITORS’ REPORT 


We have audited the books and records of Armstrong Equipment Limited 

for the year ended 1st July 1973. The following accounts have been properly 
prepared in accordance with the provisions of the Companies Acts 1948 and 1967, 
Certain of the subsidiaries have been audited by other firms of accountants. 


fn our opinion these accounts give a true and fair view of the state of affairs 


of the Company and of the state of affairs and profit of the Company and 
its Subsidiaries. 


Thomson MeLintock & Co 
Chartered Accountants 


70 Finsbury Pavement London EC2A 1SX 
26th September 1973 


ACCOUNTING POLICIES 


Consolidation 


The consolidated profit and loss account and balance sheet include the accounts of 
the parent company and all its subsidiaries made up to the end of the financial year; 
associated companies accounts which were not coterminous were made up to a date 
not earlier than 31st December, 1972. Inter-group sales and profits are eliminated 
on consolidation so that all sales and profit figures relate to external transactions only, 


Acquisitions 


When subsidiary companies are acquired any difference between the consideration 
price and net assets at the date of acquisition is written off against reserves in the year 
of acquisition. 


Fixed Assets 


The cost of fixed assets is shown after deduction of investment grants. Regional 
development grants are not deducted from cost but are credited to profit and loss 
account over the expected life of the relevant assets. 


Depreciation of the net cost of fixed assets is provided at the following rates: 

U.K. Companies: (percentages per annum on written down values) 

Freehold Land Nil Plant, Firniture & Equipment 10%-25% 
Freehold Buildings 5% Motor Vehicles 333% 


Two special items of plant are being written off over ten years. 
Special tools, dies and jigs are amortised over three years. 


Overseas Companies 


Depreciation rates used in overseas subsidiaries accounts are in line with recognised 
accounting practice in the countries concerned and are based on annual rates estimated 
to write off each asset over its useful life. 


Tax Equalisation 


Provision is made for future taxation’ on the excess of the net book value of the fixed 
assets ranking for taxation allowances over the corresponding written down value 
for taxation purposes. 


Stocks 


Stocks, which include work in progress, have been valued at the lower of cost, including 
manufacturing overheads, or market value. 


Foreign Exchange 


Overseas assets and liabilities have been converted into sterling at the rates ruling at 
the date of the balance sheet. Group profits include overseas profits for the full year 
converted at the current rates of exchange. 


Repairs and Renewals 
Repairs and renewals are written off as incurred. 


Research and Development 
All research and development expenditure is written off as incurred. 


Provision for Future Servicing 


Provision is made for the group's estimated liability on al! products still under warranty 
including claims already received. This is charged against trading profits. 
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1 Turnover 


Sales to external customers are computed as invoiced sales less returns. Export sales 


NOTES ON THE ACCOUNTS AS AT 1st JULY 1973 
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ACCOUNTANT 


ARMSTRONG EQUIPMENT LIMITED 


computed on a similar basis, comprising sales from the United Kingdom, including 
sales to Group Companies overseas totalled £2,600,000 (1972 £2,123,000). 


2 Trading profit 


The trading profit has been arrived at after dealing with the following items: 


Adjustments of provisions for future servicing 


Depreciation and profits on sale of Fixed 
Directors’ remuneration 


Fees 
Remuneration under service agreements 
Payment to Ex-Director 

Auditors‘ fees and expenses 

Hire of plant and computers 

Employees’ pension funds 


The emoluments of the Chairman up to his date of retirement on 5.1.73 were £7,000. 
The emoluments of the Chairman and Managing Director from 6.1.73 to 30.6.73 were 
£16,095 (1971-72 One Chairman £14,000). The emoluments of the highest paid 
director were £32,191 (1972 £27,695). The number of parent company directors 
whose emoluments, excluding pension contributions, fell in each £2,500 band was as 


follows: 
£— £ 
O— 2,500 
2,501 — 5,000 
5,001 — 7,500 
7,501 — 10,000 


10,001 — 12,500 
12,501 — 15,000 
27,501 — 30,000 
30,001 — 32,500 


3 Interest payable 

Unsecured Loan Stock 

Bank Overdraft 

Interest paid on Bank Loan 

Interest on Building Loan 

Interest received Short-Term Deposit 


4 Tax 


Tax on profit for the year comprises 
United Kingdom Corporation Tax at 423% 
Notional! Advance Corporation Tax 
United Kingdom tax equalisation account 
Overseas tax 

Adjustment for previous year 

Associated companies 


5 Dividends 
Preference 


Assets 


(40%) 


973 
£000 
31 
680 


16 
46 
102 


1973 


1 
1 


1 





Interim of 4.9% equivalent ta 7% (6%) per Ordinary Share 
of 10p payable 2nd July, 1973 (see below) 


Proposed final of 10.5% equivalent to 15% (14-625%) per 


Ordinary Share of 10p payable 24th October, 1973 (see 


below) 


Consequent upon the imputation system of Corporation Tax the Interim Dividend wil! 
carry an attachable tax credit of 2.1%. and the proposed Final Dividend will carry an 
attachable tax credit of 4.5%. The total attachable tax credit is £130,000 making the 


96 


208 
310 





gross amount of Ordinary Dividends £434,000 (£387,000). 


972 
£7000 
47 
510 


5 
74 
1 
16 
104 
88 


275 
394 


6 Earnings per Ordinary Share of 10p 
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The calculation of earnings per share is based on earnings of £1,377,000 (1972 
£1,072,000) and the weighted average of Ordinary Shares in issue during the year 
19,092,154 (1972 equivalent to 17,904,500) which includes the capitalisation issue 
on 23rd October, 1972. The earnings per share for 1972 have been adjusted accordingly. 
The fully diluted earnings per share are not given as the dilution amounts to less than 


5 per cent. 


7 Fixed assets 


Cost at 2nd July 1972 

Currency adjustment 

Additions 

Disposals 

Investment grants deducted (estimated) 


Cost at ist July 1973 


Depreciation at 2nd July 1972 
Currency adjustment 
Disposals 

Depreciation for year 


Depreciation at 1st July 1973 
Net book value at 1st July 1973 


Land and 
Buildings 
£000 
2,273 

(6) 

156 

(1) 


2,422 


412 
3 
(1) 
74 
488 


1,934 





Plant 
Equipment 
and 
Vehicles 
£7000 
6,027 

38 

4,242 
(77) 

10 


7,240 


3,692 
25 
(51) 
609 





All land and buildings shown on the Accounts are freehold and are included at net 


book value. 


8 Investments in Associated Companies 


Hydraulics Limited, Madras, India (34%) 


Armstrong Amortiguadores S.A., Gijon, Spain (40%) 


Unquoted at cost 


Group share of retained profits less losses since acquisition 


1973 

£7000 

119 
(6) 


113 





1972 
Coop 
119 

(5) 
114 





Dividends received from associated companies amounted to £1,712 (1972 £1,725). 


2 Loans to trustees management share purchase schemes 


No shares were issued during 1972/3 under the terms of the Management Share 
Purchase Schemes. The loans to Trustees represent the net amount outstanding 


under the schemes at 1st July 1973. 


10 Deferred loans 


Building Loan — Bank Overdraft 
Other Loans 


The building !oan is repayable by November 1973. 


The other loans are of 


1973 
£°000 
150 
83 


(a) 254,016 Swiss francs for five years. Interest is currently chargeable at 73% per 


annum. This loan is due for repayment 25th July 1976, 


WOH 7,250,000 Spanish pesetas for 5 years. Interest is currently chargeable at 94% per 


annum. This loan is due for repayment 23rd May 1978. 


11 Share capital 


Authorised: 


100,000 4.55% (formerly 6.5% gross) Cumulative Preference 


Shares of £1 each 
49,000,000 Ordinary Shares of 10p each 


1973 
£°000 


100 
4,900 


5,000 





1972 
£°000 


100 
2,400 


2,500 
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11 Share capital (continued) 


Issued and fully paid: 


100,000 4.55% (farmerly 6.5% gross) Cumulative Preference 


Shares of £1 each 
19,577,704 Ordinary Shares of 10p each 


12 Reserves 


Details of movements 
of reserves are as follows: 


Opening Balances (including Share Premium 
Account, £1,275,000) 
Associated companies 


Currency parity changes 

Share premium on shares issued during the year 
Capitalisation Issue and cost thereof 

Retained profits for year 

Transfer to tax equalisation account 

Goodwill on acquisitions written off 


Closing balances (including Share Premium 


Account £1,169,000) 
Associated Companies 


13 Loan stock 
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1973 1972 The charge for Corporation Tax is computed after deducting £3,571 (1972 £3,398) for 
£°000 £°000 double taxation relief. 
Tax equalisation account represents corporation tax at 50% on the excess of the net 
100 100 book values of fixed assets in the U.K. eligible for capital allowances over the written 
1,958 1,405 down tax values of those assets. 
2,058 1,505 
15 Subsidiary companies . 1973 1972 
Group Company £°000 £°000 
Coon £'000 ` £’000 | Cost of shares in subsidiaries 308 139 
Advances 5,863 4,942 
6,171 5,081 


4,715 


5,380 
(6 





: 





4,710 3,138 


57 


(22) U.K, subsidiaries 
364 | The principal subsidiaries are: 
680 Armstrong Patents Co. Limited 
— Armstrong Autoparts Ltd. and its subsidiaries 





Overseas subsidiaries 
Armstrong Beverley Engineering Limited —Montreal, Canada 


5,374 3,669 Armstrong York Pty. Limited —- Melbourne, Australia 


The Loan Stock is 74% Convertible Unsecured Loan Stock 1988/1993. 


Armstrong Hydraulics Inc — Plainfield, N.J., U.S.A, 

Armstrong Hydraulics South Africa (Pty.) Limited — Port Elizabeth, South Africa 

All the issued equity capital of the above companies is owned by Armstrong Equipment 
Limited. There is no preference capital in any of the companies. 





14 Deferred tax Group Company 
1973 1972 1973 1972 
` £'000 £000 £000 £°000 
Tax equalisation account at 3rd July, 1972 381 — — — | 16 Contingent liabilities 
R 9 _ — v 
SE aof protite Tor year, ataa ei CES 302 381 The company has guaranteed a loan’of U.S.$55,502 on behalf of an overseas customer. 
Corporation Tax at 50% 157 — — — 
Tax equalisation account at 2nd July, 1973 840 381 — — ` z 
Corporation Tax payable 1st January, 1975 517` 172 12 e | 17 Capital commitments 
Overseas Tax 61 38 — — } Commitments for capital expenditure for which there is no provision in these Accounts 
<- e e ——— —— | oat Tt July 1973, are estimated to amount to £502,000 (1972 £175, 000). Capital 
1,418 591 12 6 | expenditure authorised by the Directors but not contracted for at that getel is estimated 
— eC | to amount to £296,000 (1972 £342,000). 
SEVEN YEAR RECORD 
1973 4972 1971 1970 1969 1968 1967 
Issued Ordinary Capital (£000s) 1,958 1,405 1,321 1,291 1,260 1,050 1,050 
Shareholders’ Funds (£000s) 7,432 6,215 5,228 4,608 4,165 2,911 2,637 
Turnover (£000s) 22,098 18,747 16,760 17,235 14,831 12,848 11,270 
Profit before Interest (£000s) 2,472 1,828 4,392 1.119 ` 904 691 464 
Profit before Tax (£000s) 2,304 1,708 1,251 1,041 839 642 418 
Return on Shareholders’ Funds (%) 31.00 27.48 23,93 22.59 20.14 22.05 15.85 
Return on Sales (%) 10.43 au 7 7.46 6,04 5.66 5.00 3.78 
Tax (£000s) 921 629 451 451 381 322 190 
Profit available for 1,377 1,072 793 583 452 314 221 
Ordinary Capital (£000s) 
Earned on Ordinary Capital (%) 70,33** 76.30 60.57 46.01 35.87 29.90 21.05 
Earnings per share adjusted 7.24 5.99 > 4.55 3.45 2.69 2.24 1.58 
for 1 in 3 Bonus Issue (1972) (p) 
Dividend % 15.4* 274 224 20 18 15 12 
Average earnings of 1,657 1,464 1,215 1,061 935 863 824 
U.K. employees (£) 
Sales per employee (£) 5,998 5,155 4,129 3,429 3,091 2,983 2,768 


# This percentage is equivalent to 29.33% under the previous 
tax system and prior to the bonus share issue of 
1 :3 in October, 1972. 


** On Ordinary Capital adjusted by bonus issue. 
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CONOMISTS do not have to win 
General Elections. The ten econo- 
mists who wrote to Mr Heath at the 


end of September insisting that 
government spending should be cut 
back to the limits of income and true 
borrowing were preaching economic 
sense but political suicide. 

The economists admitted that re- 
ducing government spending to the 
point at which it did not entail the 
creation of money to finance it would 
result in hardships. But longer term 
benefits would flow. 

Just what City and industrial 
reaction would have been had Mr 
Heath suited his Phase II] action to the 
ten economists’ words hardly bears 
thinking about. The economists seem 
to have overlooked the one particular 
point that neither governments nor 
individuals are worried about in- 
flation as such, but merely at the 
extent of it. 

A little of what people and govern- 
ments fancy in the way of inflation 
works wonders. Equally modest rises 
in incomes and prices and modest 
money Creation by government make 
for comfort all round. This is the stuff 
of long, steady bull markets on The 
Stock Exchange. 

The price of reducing the rate of 
inflation is not necessarily the deepest 
of recessions. At least it won't be 
while other political options are open. 
The case for Diocletian Law has not 
been reached yet, although a greater 
degree of political honesty would heip 
in keeping it at bay. 


INCENTIVES 


Of the Phase III edicts, the shelving of 
profit-related share incentive schemes 
for at least another year has probably 
been the most severely criticized. It 
has been criticized by companies 
which have put schemes on the stocks 
ready for launching in anticipation 
that Phase ll] would press the launch- 
ing button, and more vehemently by 
those companies whose business it is 
to set up this type of scheme. 
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Arbuthnot Incentive Trustees, who 
specialize in package deals in this 
area, consider that the plans of almost 
1,000 companies have been frus- 
trated. Quite apart from thwarting 
hopes in the direction of share option 
schemes, the Phase III decision could 
also strike out plans for share saving 
schemes. Why introduce share savings 
schemes while share incentive plans 
are barred ? 


‘BENEFITS’ 


One of the less acceptable faces of 
politics is shown when Cabinet 
Ministers make virtue out of their own 
economic mismanagement. There is 
currently a Department of Trade and 
Industry drive to launch a new export 
offensive and great play seems to be 
made of the resounding benefits that 
the Government has bestowed on 
industry through drastic devaluation 
of sterling. 

The ‘benefits’ of currency pphanges 
are repeatedly stressed as \:though 
devaluation does nothing ese but 
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make exports cheaper. The shattering 
combined effect of devaluation and 
inflation-affected prices on raw mat- 
erial import costs does not seem to 
enter into political calculations. 


CONSERVATIVE 


North Sea oil was front-page news 
when it was first discovered, but 
North Sea developments are now 
something for the inside pages — 
despite the fact that developments have 
proved that estimates of oil reserves 
made on original discoveries have 
proved conservative in the extreme. 

The estimate of reserves at the 
Shell-Esso Brent field east of the 
Shetlands has been raised 50 per cent 
‘at least’, and it is not beyond the 
bounds of probability that the oil 
from the Shetlands field alone could 
make Britain self-sufficient in the 
1980s. The vast capital investment 
needed before that can come about 
will present the City with a consider- 
able finance problem, but not an 
insoluble one by any means. 


Rates and Prices 
Closing prices, Monday, October 15th, 1973 


Bank of England Minimum Lending Rates 


Mar. 23,1973 .. 84% May18,1973 .. 73% 
April13,1973 .. 8% June22,1973.. 74% 
April19,1973 .. 83% July20,1973 .. 9% 
May11,1973 .. 8 % July27,1973 .. 114% 


Finance House Base Rate 
October 1st, 1973. 14% 


. i Local authority bonds .. .. 13 -12 % 
FT Industrial Ordinary Index Sterling deposit certificates 13-75-12% 
October 15th, 1973. 431:8 Euro-sterling deposits 133 -145 % 
Euro-dollar deposits d .. 10 103 % 
Treasury Bills Foreign Exchanges 
Aug. 10 ..£10-9076% Sept. 14 ..£10-9507% New York.. 2-4272 Frankfurt.. 5-8325 
Aug. 17 ..£10-9520% Sept.21 ..£10-9826% Montreal .. 2-4340 Milan . 1439-00 
Aug. 24 ..£10:9754% Sept.28 ..£10-9384% Amsterdam 6:0400 Oslo 13-2100 
Aug. 31 ..£10-9744% Oct. 5 .-£10-8888% Brussels .. 88-4500 Paris 10-3900 
Sept. 7 ..£10:9862% Oct.12 ..£10:8227% Copenhagen 13:6450 Zürich 7:2950 
Gilt-edged . 
Consols 4% .. ci Sé SM . 358 Treasury 9% 1994 i .. 85ixd 
Consols 24%.. or a SN we 22 Treasury 83% 84-86 Gi Se .. 85 
Conversion 33% ` a a .. 31 Treasury 84% 87-90 aie ane .. 81 
Conversion 54% 1974 .. zis .. 963 Treasury 64% 1976 ate SS .. 893 
Funding 34% 99-04 Se we | 3734 Treasury 34% 77-80 Së e .. 70% 
Funding 54% 78-80 CR ex « 764 Treasury 33% 79-81 vi ei .. 68% . 
Funding 54% 82-84 he ee . 72 Treasury 5% 86-89 ase ka ,, 574 
Funding 53% 87-91 E Ge . 612 Treasury 54% 08-12 a +. .. 5144 
Funding 6% 1993 .. a4 Se .. 612° Treasury 24% z4 Se Ss 232 
Funding 64% 85-87 E Sa .. 692 Victory 4% .. Sa së as .. 963 
Savings 3% 65-75 .. Ss ats . 90 War Loan 34% .. we Ge . 322 
Retail Price Index (Jan. 1962—100) 
Jan. Feb. Mar. April May June July Aug Sept. Oct. Nov. Dec. 
1971 147:0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-1 
1972 159-0 159.8 160-3 161-8 163-7 164-2 165-5 166-4 168-7 168-7 169-3 170-2. 
1973 171-3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 


Money Rates 
Daytoday .. 104-114% Bank Bills 


7 days .. 1134-113% 2months 1148-121% 

Fine Trade Bills 3 months 1145-124% 
1month .. 12 -15 % 4months 1144-121% 
2months .. 12 -15 % 6months 128 -13 % 
3months .. 123-15 % 


Three Months’ Rates 


Local authority deposits 12% -12178% 
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Accounting for Acquisitions 


Sir, ~ I have read with much interest Colin Perry’s letter pub- 
lished in your issue of October 4th. Indeed, I was the conference 
organizer and a‘sponsor of a seminar referred to in your issue 
of March 25th, 1971, when Mr Perry was the principal speaker 
for listing his objections to ED3. 

I would like to emphasize that one of the basic criticisms 
Mr Perry made was that the Accounting Standards Steering 
Committee had failed both to take counsel’s opinion and to 
have made a pertinent statistical survey of the practices adopted 
by companies in accounting for goodwill. It is, therefore, quite 
remarkable to read in your October 4th issue (‘Progress of 
Exposure Drafts’) that Mr J. M. Renshall, the executive of the 
English Institute who appears to be primarily concerned with 
exposure drafts, considered that the lawyers had been ‘singularly 
unhelpful’ in relation to ED3 — quite apart from it appearing 
to be left to Mr Lee to take a statistical sampling, the results 
of which have been referred to in Mr Perry’s letter. 

Unfortunately, I think you omitted in publishing Mr Perry’s 
letter the ‘alternatives now in use in accounting for acquisitions’, 
which I assume to have been originally contained in it. 


Yours faithfully, 


London WC2. MICHAEL GARRATT. 
{In preparing Mr Perry’s letter for press, some concession was 
necessarily made, with his consent, to the claims of other con- 
tributors. While acknowledging Mr Garratt’s final point, it 
occurs to us that the alternative methods of acquisition ac- 
counting — one of which involves the creation of goodwill and 
the other does not — are not unfamiliar to the profession. — 
EDITOR. ] 


Future of the Association 


Sir, — The Association of Certified Accountants with its basic 
aim of providing an organization for men and women of 
education, ability and experience to qualify as accountants, 
holds a key and distinctive position in the profession — distinc- 
tive because it is the only statutorily-recognized body which 
does not insist on articles of service as a condition of entry, thus 
providing a means of qualification to the older student. 

For too long, however, the Association’s primary objective 
has been its own dissolution through integration with one or 
more of the other bodies. This objective has been and still is 
inhibiting the Association from developing its principal and 
subsidiary activities in a positive and vigorous way. Unification 
will be achieved on terms favourable to the Association’s 
members and students when, and only when, the Association 
is respected by the majority of accountants for the positive 
contribution it makes to the development of the profession. 

The advance of the Association to the leading position in the 
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profession is not possible while it remains burdened with a 
Victorian structure of committee management and its leadership 
holds to Victorian concepts of the role of the accountant in 
society. A body with a near or complete monopoly of its pro- 
fession can retain committee management and still survive. ‘The 
Association does not possess a monopoly. It is in a highly 
competitive situation for members, students, recognition, status 
and finance. Unless both its government and management are 
drastically streamlined, it will not survive the next decade, 

The tragedy of the present situation is that Council members 
are so involved in committee work of a trivial nature that the 
Council does not do the job that it should do, that is of governing 
the Association. Policy is, therefore, essentially short-term and 
principally reflects the personal policies of the President of the 
day. 

The machinery exists for democratic elections, but normally 
there is only an official panel which is automatically returned, as 
it is unopposed. In order to ensure a truly representative 
Council, free elections should be organized on a constituency 
basis along the lines pioneered by the English Institute [The 
Accountant, April 26th]. Provision should be made for the official 
circulation of candidates’ election addresses. ‘The Council 
should be reduced in size to a more workable number of, say 
18, members, at least three of whom should be elected by 
members outside the UK. To prevent the development of an 
inner cabal, no member should be allowed to serve for more 
than two consecutive terms of three years. Retirement from the 
Council at the age of 6o should ensure it was not dominated by 
elderly members. 

It is proposed that all standing and sub-committees should 
be wound up. The Council should concern itself with governing 
the Association by determining the broad framework of policy 
within which a Director and his executive team would manage 
the Association’s affairs. 

Whilst the Association, being a limited company, must have 
a Secretary, the principal officer should be the Director. The 
Director should be an ex officio member of Council, and his 
position would be analogous to that of the managing director 
of a public company. He should preferably be a member of the 
Association, as should be the senior managers answering to him. 


Each of these managers would be responsible for the proper 
operation of an activity of the Association; but they would 
answer to the Director and not to a committee. The Director 
would answer to the Council. The Director’s remuneration and 
conditions of service should be such that he would retire at 60, 
or even 55. The annually-elected President should be specifically 
prohibited from involving himself in the day-to-day manage- 
ment of the Association’s affairs, control of which must be the 
prerogative of the Director. f 

It is only through this approach that the Association will, 
first, be effective — that is, do the right things — and, secondly, 
be efficient — that is, do them in the best possible way. 


The Association is facing a catastrophic financial crisis. The 
ten-year plan adopted in 1972 highlighted the need for the most 
vigorous development of a number of supporting activities in 
order that they should contribute financially to the funds of the 
Association. The dead hand of committee management has 
effectively halted or so delayed the development of these 
activities that it is unlikely that any of them will contribute 
financially in the foreseeable future. The only alternative is 
continuous and swingeing increases in membership fees. 


The Association must put its students’ educational and 
training needs at the forefront of its responsibilities. A Students’ 
Advisory Council should be convened by free elections on a 
regional basis. All revenue derived from students’ fees and 
subscriptions should be devoted to promoting their interests. 
The Association’s professional examination is of such import- 
ance that its content should not be entrusted to part-timers. 


e 
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The appointment of a full-time chief examiner is a matter of 
primary importance. Amateurism in this area must not be 
tolerated. 

The Association is set on a disaster course under a super- 
annuated leadership. The answer lies in action by the members 
both inside and outside the Council. Clear separation of the 
government of the Association from its management is the first 
and most essential step. Concentration, by the Council, on the 
development of policies appropriate to the needs of the members 
must follow. The appointment of a young and vigorous chief 
executive with full delegated powers to manage the affairs of 
the Association within the framework of the Council’s policy 
is essential. Establishment of a Students’ Advisory Council, 
diversion of more funds to students’ needs and the appointment 
of a full-time chief examiner are all essential steps to be taken. 

This letter is addressed through you, Sir, to all members. 
Those who agree with the proposals contained in it or think 
along similar lines are asked to make their views known to any 
Council members with whom they have contact. In particular, 
however, it is addressed to the present Council members who 
have been entrusted with the conduct of the Association’s 
affairs. These members are urged to take immediate and 
positive steps to reorganize the Association’s electoral pro- 
cedures, government machinery and management structure to 
bring the Association out of the roth into the 21st century. 


Yours faithfully, 
WYNNE LOVETT, F.c.c.a. 


[Mr Lovett is the former Deputy Secretary of the Association. ] 


Camberley, Surrey. 


Economic Balderdash 


Sir, — It is distinctly odd, when one comes to think about it, 
how easily a false notion becomes accepted or, as the pundits 
are fond of saying, becomes the ‘received’ notion or idea. 

In Economics of Control written by Mr Abba Lerner back 
in 1944 (Macmillan, New York), there appears the following 
rather startling idea under the perfectly respectable heading of 
‘Functional Finance’: ‘Government revenues should never be 
collected for the purposes of obtaining money (which could be 
done much more easily by printing it) or balancing the budget, 
but should be used to regulate the level of aggregate economic 
activity’. 

The Institute of Economic Affairs has recently published 
(August 1973) Hobart Paper No. 56 Macro-economic thinking 
and the market economy. The editor tells us that, because econo- 
mists for some 40 years now have failed to realize that the sums 
of the activities and desires of some 38 million people do not 
and never will approximate to the aggregates used in macro- 
economic theory, a generation or two of students, teachers, 
businessmen and politicians have been misled. 

As an example of what this means, let us look at the current 
situation in regard to interest rates. For a particular reason, 
that is the falling value of the £ on world markets brought 
about by other factors, the Government decided in the (macro- 
economic) situation to hoist the base rate of interest to 114 per 
cent. This policy decision, designed to stem the outflow of 
sterling to more favourable havens, had the undesirable internal 
effect of making money dearer all round. 

In ror (micro-economic) situations, including that of the 
building societies, money became scarce because the ‘market 
price’ in relation to 11} per cent was too low. In fact, the build- 
ing societies, like the rest of us, would prefer money to be cheap 
so that they could increase their turnover; but government in 
its macro-economic wisdom says ‘yes and no’ in the same 
breath. World interest rates, as a direct consequence of inflation, 
are rising. What is government going to do next — increase the 
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base rate still further, and tell the rest of us to settle for 5 per 
cent? : 

If the various micro-economic situations suggest that 5 per 
cent is indeed about the right rate at which money can be 
borrowed then common sense would suggest that the base rate 
should be 5 per cent too. If this action causes money to drain 
away in the short term, it is equally certain that in a ‘free market’ 
this sudden shortage of money will push the rates up again to a 
new level. In the meantime government should look at the other 
factors which cause the £ to be unfavourably priced vis-à-vis 
other currencies. There is, for example, a solid and apparently 
intractable lump of government expenditure overseas which 
upsets the balance of payments (macro-economic) situation. 
The Pink Book for 1973 reveals that this was running at well 
over £500 million per annum in 1971 and 1972. 

Professor Lachman’s conclusions in the above-mentioned 
Hobart Paper are worth noting, for they dispel finally and fairly 
completely any remaining illusions government may have about 
‘managing the economy’. As a cure for inflation, an incomes 
policy is unmanageable and impossible. Economic growth is 
meaningless, technical progress misunderstood and macro- 
aggregates misleading. Monetary policy is meaningless until 
‘money’ has been defined. And economists generally are ignorant 
of the micro-economic foundations of what they are saying and 
doing. 

Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL. 


Accountants’ Own Figures 


Sir, — According to your issue of October 4th, Mr H T. 
Nicholson (page 428) makes two points in dismissing proposals 
that accountancy firms should publish financial information. 
The first is irrelevant and the second open to argument. 

Accountancy practices do not invite the public to subscribe 
capital, but then neither do private companies (including most 
public but -unquoted companies). These same accountancy 
firms make most of their money in ensuring the latter do reveal 
financial information. 

The excuse of unlimited liability is dubious and ‘Ferrovius’s’ 
letter (October 11th issue) is not helpful as no one would deny 
that at present partnerships are under no legal obligation to 
publish information. There are three main lines of argument: 


(1) Creditors are only protected if the partners’ assets would 
cover all claims. This must be untrue of many accountancy 
firms; if one of the large firms collapsed under a large 
negligence suit, the partners’ assets would hardly cover 
its liabilities. Firms rely on insurance and creditors have a 
right to demand a certificate of insurance and a minimum 
of information on which to judge the adequacy of the 
insurance cover. 


(2) The arguments for forcing disclosure on private limited 
companies also focus on society’s need to monitor these 
companies’ stewardship of the resources that they control. 
The same applies to partnerships, especially the larger 
firms which employ thousands of people. 


(3) If the profession earns its money ensuring that others 
disclose, it should set an example. Disclosure would also 
enable clients to judge the case for a fee increase and 
employees the case for a wage increase and should stimu- 
late competition among firms. 


Mr Nicholson is right that the more the large firms grow, the 
stronger will the arguments and clamour for disclosure of 
financial information by them become. 

Yours faithfully, 


Guildford, Surrey. DAVID STEEDS, MA 
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Willson & Mainprice on Value Added Tax 


by D. J. WILLSON, C.B.E., T.D., H. H. Matnrrice, LL.B. and 
E. L. GOMECHE, F.C.C.A., F.T.LI. 


VAT Planning and Publications, £12*50. 


A most impressive team has produced this work on the 
youngest of our taxes. Mr Willson and Mr Mainprice were both 
employed in the Customs and Excise Department when VAT 
was being devised. Mr Willson was the Solicitor to the Depart- 
ment; Mr Mainprice, a barrister, was a senior legal assistant in 
the Department and directly concerned in concert with 
parliamentary counsel in the drafting of the VAT provisions 
in the 1972 Finance Bill. Mr Gomeche is taxation adviser to the 
Confederation of British Industry, and special consultant for 
the United Kingdom to Tax Management Inc., a division of 
the US Bureau of National Affairs. He is also the editor of 
Taxation in Western Europe. 

The first volume contains a detailed exposition of the law as 
at April 1st, 1973, set out in numbered paragraphs, each number 
beginning with the chapter number. The exposition is lucidly 
written and easy to follow. Reference is naturally made to the 
various ‘notices’ issued by the Department, setting out what 
the Department consider the legislation to mean; usually the 
authors make it clear that these notices are not binding in law, 
but sometimes they are quoted as though being an authority. 

Thus, when dealing with the exemption in relation to under- 
takers, it is said that this does not cover the supply of coffins and 
shrouds, and a Customs Notice is given as authority. Sub- 
sequently the Department itself has changed its mind in favour 
of exempting these articles. However, it is very useful to bring 
into the text any statements made by the Department on the 
meaning of the provisions. Not everyone will want to litigate 
against the Customs. 

The second volume reproduces the relevant legislation with 
cross-references and commentaries, the statutory instruments, 
the two main EEC directives, the notices, and the pamphlets 
-issued by VAT Tribunals. The second volume is loose leaf, as 
there are to be cumulative supplements. 

This is most welcome, as it is already plain that there will be 
much more to record in due course; second thoughts of the 
Legislature and of the Department, together with litigation. This 
is a tax we all must pay, and it behoves us all to know how to 
be sure that tax, when charged, is properly charged. 


An Introduction to Cost and Management 
Accounting 


by M. L. HOULTON, A.C.M.A. 
Heinemann, £3-75; paperback £1-95. 


This book, in which basic terms and principles are brought 
together and treated in a simple and direct way, is divided into 
two sections — cost accounting and management accounting. The 
cost accountancy section covers materials, labour, overheads, 
standard costing, absorption and marginal costing, break-even 
analysis, job and processing costing. The management account- 
ancy section covers budgetary control, sources of capital, control 
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of working capital, accounting ratios, pricing policy and its effect 
on profitability. 

Each chapter commences with a brief exposition of theory 
followed by examples of practical applications. Carefully graded 
exercises from recent examinations papers drawn from ONC/ 
OND Boards, professional bodies and other examining bodies 
are included. These occupy about one-third of the book. 

The book is primarily for students and is particularly relevant 
to the second-year accounting syllabus for the ordinary national 
certificate and diploma examinations in Business Studies in 
England and Wales. It will be of particular help to beginners who 
fail to appreciate the significance of the principles embodied in 
cost and management accounting, especially in their application 
to practice. 


Euro Wirtschafts Wörterbuch 


A German-English-French Dictionary of Economics and 
Business 


by Hans E. ZAHN. 
Fritz Knapp Verlag, Frankfurt; UK, Macdonald & Evans, £21. 


The rapidity of scientific and technological change these days 
involves the introduction of a large number of new words and 
terms into our living language. The author and publisher of 
this dictionary have done a great service to all concerned with 
international trade relations, and among these the accountancy 
profession takes a high place. Herr Zahn has long and specialized 
knowledge of economic translations and this practical experi- 
ence, fortified by six years of intensive research, has enabled 
him to include not only commercial and economic terms in 
general use, but many new ones introduced by recent develop- 
ments, including data-processing terms which are of constantly 
increasing importance. 

In such a work the problem of choosing exact language 
equivalents is extremely difficult, and sometimes impossible. 
Where American and British equivalents differ, the differences 
are indicated by the symbols (Br) or (US). When legal terms are 
involved the difficulty is particularly acute owing to funda- 
mental differences between the legål systems of each of the 
three countries. Relatively few equivalents have therefore been 
included in this sector in order to avoid misunderstandings. An 
appendix devoted to bank and industrial accounting terms is 
of special interest to our readers. 

All in all this is a most valuable publication. 


RECENT PUBLICATIONS 


FRONTIERS OF INVESTMENT ANALYSIS, revised edition, by E. 
oem Fredikson. xiii+773 pp. 9X6. Intertext, paperback, 

4°50. 

INTERNATIONAL FINANCE FOR MULTINATIONAL BUSINESS, second 
edition, edited by Lee Charles Nehrt. xviii+804 pp. 9x6. 
Intertext, £6°50. 

Basic FINANCIAL MANAGEMENT, by Raymond G. Schultz and 
Robert E. Schultz. xvii+765 pp. 9 x 6. Intertext, £6. 

"TECHNIQUES OF INVESTMENT ANALYSIS, by Stanley S. C. Huang. 
xi+212 pp. 9X6. Intertext, £375. 

ACCOUNTING AND Society, by Ralph W. Estes. xiii+411 pp. 
9x6. John Wiley, £4-50, paperback £3. 

Tse Law or Succession, second edition, by A. R. Mellows. 
xcix+729 pp. Butterworths, £6-40, paperback £4:-40. 

PENNINGTON’s Company Law, third edition, by Robert R. 
ries xcix+868 pp. Butterworths, {£9-50, paperback 

PRACTICAL Estate DUTY PLANNING, second edition by Ralph P. 
Ray, B.SC.(ECON.), F.T.I.1., assisted by Margaret W. Ray. 
xx+177 pp. 549. Butterworth, £3. 


These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, 151 Strand, London WC2R IT, 
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- FREE LISTS ey 


k Every year many hundreds of Accountants Cancer 
. “find the right job through this useful . eg 

“service. +t with By 

e 
will 


“We now have three separate lists for 
ʻ: mailing. Salaries £1,000 to £8,000 plus. 
When testators ask your advice, please remind them 

of the urgent work of the Imperial Cancer Research 
Fund. In the Fund’s up-to-date laboratories trained 
minds are using every weapon 
of modern science to fight all 
forms of cancer, including 
leukaemia. 
Now one of the world’s great | 
research centres, the I.C.R.F. 
relies entirely on public sup- 
port. The cancer problem must 
be solved. Please help now. 


Please write for further information to: 
The Secretary, |.C.R.F. (Dept 163) 

PO Box 123, Lincoln's inn Fields, sll 
London WC2A 3PX pe) 


RCH FUND ar Es 
Lincoln's Inn Fields Laboratories 


' Specialized Tuition for the 
v- Examinations of the © 
_, Institute of Chartered 
> o. Accountants. -: 





, PA100 One hundred vacancies, ALL 
i ` GRADES, in Public Practice. 
One hundred vacancies in 
Commerce and Industry for the 
recently qualified and finalists. 


D Ze 


 MAI00 


President: 
The Honourable 
Angus Ogilvy 


SA 50 Fifty senior posts in Commerce 


and Industry. | SES 
Please ring for the list you require, 
‘mentioning the reference ‘number, or call at 
our Information Centre and study the 
‘classified registers. More than 20 vacancies 
come in daily. ; : 


Temporary work available if required. z 
Richard: ` 

Owen -` 
Associates 





o WICH 


47 Finsbury Court . 
Finsbury Pavement ` 
London, EC2A 1HT 
Tel: 01-628 8860 . 


24-hour Answering Service, . 
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For nearly 100 years we 
have published books for 
the accountancy profession, 
especially textbooks for 
students., 





At the examinations leading to the qualification of Chartered Accountants, Metro- 
politan College students have gained over 


11,000 SUCCESSES AND 350 HONOURS 


including fifty-six first places, thirty-eight second places, sixty-six third and fourth 
places, and numerous prizes, medals and scholarships. 


THE LARGEST SELECTION OF 


ACCOUNTANCY AND 
MANAGEMENT 
PUBLICATIONS 


Distributors for publications of 
THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 
AND THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


THE CITY LIBRARY 
GEE & CO (PUBLISHERS) LIMITED 
I51 STRAND, LONDON WOR UI 








%& The Metropolitan College offers you the benefit of 
more than sixty years’ accumulated experience in 
examination coaching, 

Ak A guarantee of coaching until successful. 

* Helpful, up-to-date study notes, mostly in printed 
pocket-sized booklet form, 

% Adequate test practice and tutorial criticism. 

zk Invaluable self-examination questions, 

x% Offcial publications of the Institute, appropriate 
to the Intermediate and Final examinations. 


JOINT DIPLOMA IN MANAGEMENT 
ACCOUNTING SERVICES 
CERTIFICATE IN MANAGEMENT 
INFORMATION 
The above-mentioned examinations are open to 
members of the Institute and have been instituted to 
improve the standard of accounting services and 
to encourage study in the increasingly important field 
of business administration and organization respec- 
tively. When applying for particulars of the College’s 





LINKED PRIVATE 
STUDIES 


The Luton College of 
Technology and Metro- 
politan College now 
offer facilities for 
integrated oral and 
correspondence tuition. 
One week ‘pep’ Courses 
-tọ assist students in 
areas of weakness. 
Week-end residential 
‘Punch’ courses -~ for 
intensive concentration 
on particular subjects. 

For details of these, and 
other linked courses 
write to Metropolitan 
College, St Peter’s Street, 
St Albans. ALI 3NE 


expert postal courses, please specify the examination in which interested. 

Write today for a free capy of this college ‘Accountancy’ Prospectus to the 
Metropolitan College, St Peter’s Street, St Albans ALI 3NE (A1/48:, or CALL 
at 20 Quean Victoria Street. London EC4N 4SX. Telephene 01-248 6874. After 
Office hours (5 p.m. Monday to Friday) telephone messages are recorded 


electronically. 


Founded 1910 ~ 


Ba Metropolitan College 


Member of the Association of British Correspondence Colleges. ST ALB ANS 
Accredited by the Council for the Accreditation of Correspondence Colleges. 
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Save and Prosper 
now offers 


Guaranteed Income Bonds 
and Immediate Annuities ` 


Save and Prosper Group, one of Britain’s largest oer. 
sonal financial services organisations, now offers 
a further choice of solutions to the problem of 
providing your clients with an income from capital. 


GUARANTEED INCOME BONDS 


The new Save and Prosper Guaran- 
teed Income Bond provides a high, 
guaranteed income of at least 7.56% 
and up to 8.8% after tax at the basic 
rate, depending on age at the start. 
The table below shows: the income 
payable at various ages. 





Guaranteed net annual income as a percentage 
of your initial investment 





Age when buying a bond 
40 50 60 65 70 75 80 


5-year Bond- 
Men 1.56|7.5817.6217.68/7.76|7.9117.95 
Women 7.56|7.57 |7.59 |7.6217.68]7.77|7.94 
10-year Bond- 
Men 7.95|7.99 |8.10 |8.2218.4218.76] 8.80 
Women 7.94|7.97|8.03 |8.10 |8.22/8.45|8.80 


In addition, it provides a choice of 
full return of capital at the end of 
either 5 or 10 years. 





IMMEDIATE ANNUITIES 


The Group now offers a range of 
immediate annuities with all stand- 
ard types of contract. 

' For each £1,000 of the purchase 
price the current annual” gross 
amounts payable half-yearly in 
arrears to men are: 





For full details of these new Save 
and Prosper methods of providing 
income, simply dial 01-638 8922 and 
talk to S & P Services. 


4 Great St. Helens London EC3P 3EP. 
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Apportionment of AA Subscription 
Upheld 


T. Automobile Association’s Handbook and its quarterly 
members’ magazine Drive are respectively a ‘book’ and a 
‘journal’ or ‘periodical’ within the meaning of Group 3 of 
Schedule 4 to the Finance Act 1972. The apportioned part of a 
member’s subscription appropriate to these publications, the 
London VAT Tribunal has decided, is therefore not subject 
to VAT. 

In reaching this decision, the Tribunal specifically adopted the 
dissenting judgment of the chairman of a previous Tribunal 
in the Alpine Garden Society case (LON/73/40, The Accountant, 
July 19th). That judgment described as ‘a fallacy’ the attempt 
by the Commissioners of Customs and Excise to apply section 5 
(8) of the Finance Act 1972 to a payment (such as a club 
subscription) for a contractual right to a future supply, and 
argued that the correct test was to look at what a member 
received in return for his subscription. In both the Alpine 
case and the present, the answer to this test consisted, to a 
substantial or significant extent, of zero-rated publications. 

Stating its reasons for departing from the majority view in the 
Alpine case, the present Tribunal claimed that the issues in 
both that case and the present were primarily issues of law; 
it noted further that in that case it was the legally-qualified 
chairman who was in the minority. A court of first instance (as 
Sir John Donaldson, P, observed in the Goonvean and Rosto- 
wrack China Clay case, [1972] 1 WLR 1634) was not necessarily 
to be bound by its own decisions. Further, while accepting 
precedent as an indispensable foundation to provide an element 
of certainty, too rigid an adherence to precedent might lead to 
injustice in a particular case and also unduly restrict the proper 
development of the law. 

It may, therefore, be anticipated that future Tribunals (to 
paraphrase the practice direction [1966] 1 WLR 1234) will, 
while treating former decisions as normally binding, consider 
themselves free to depart from them when it appears right to do 
so; bearing in mind the danger of disturbing retrospectively 
those decisions which have formed the general basis of agree- 
ments and practice. 


Automobile Association v. Customs and Excise (Tribunal 
reference LON/73/46). 


Sports Facilities ‘Civil Engineering’ 

PPLICATIONS for zero-rating of the construction of 

various sports facilities have been upheld by the London 
VAT Tribunal, on the ground that the work involved was 
substantially ‘civil engineering’, within the meaning of Schedule 
4, group 8, of the Finance Act 1972. There were four appeals in 
all, relating to (i) construction of a hard tennis court in a 
private garden; (ii) construction of a swimming pool, also in a 
private garden; (iii) construction of a running track at a tech- 
nical college controlled by a local authority; and (iv) construction 
of a sports ground for use of a company’s employees. 


~ 


ACCOUNTANT 


519 


The Commissioners of Customs and Excise had sought, as 
regarding (i) and (ii), to draw a distinction between work 
executed for a public and a private client; and as regarding 
(iii) and (iv), to maintain that the production of a large grassed 
surface was in effect a series of lawns — so that, although civil 
engineering techniques might be useful, the work was essentially 
that of a gardener. 

‘Civil engineering’, as the Tribunal found, was not a legal 
term of art, nor was there any indication that Parliament had 
intended the phrase to be used in any different sense from that in 
which it was used in the engineering profession. Expert evi- 
dence called by the appellants emphasized the substantial 
element of excavation, levelling, drainage and surfacing in- 
volved in the present cases, and that the nature of civil engineer- 
ing is in no way affected by the status of the person for whom it 
is carried out. 

It might be possible to construct a tennis court without any 
civil engineering work, if one were particularly lucky with such 
features of the site as levels; but the witnesses were firm in their 
view that what had been involved in all four cases here was 
civil engineering. Further, grass surfacing of certain areas was a 
common feature of civil engineering contracts, and the grassing 
could not be isolated from the generality of the work; and to 
convert (as in item (iv)) a previously waterlogged site into a 
usable sports ground was essentially a matter of civil engineering. 

Allowing the appeals, the Tribunal refused to follow certain 
passages in an explanatory note (admittedly having no legal 
force) issued by Customs and Excise in purported amplification 
of VAT Notices 7o01 and 708. These incorrect passages occur in 
paragraph 2 (c) of the note — ‘A hard-surface tennis court 
constructed in a private garden is, however, not regarded as a 
civil engineering work ...’ and in paragraph 4 — ‘Supplies in 
the course of construction of grass-surfaced sports facilities . . . 
are all liable to VAT at the standard rate’. 


En-Tout-Cas Lid v. Customs and Excise (Tribunal reference 
LON/73/75-78)- 


Hairdressing: Entitlement to Rebate 


LIGIBILITY of hairdressing supplies for purchase tax 

rebate has formed the subject of a third VAT appeal, 
following the earlier cases of Huntwave and Pendred Hairdressing 
(The Accountant, July rgth and September 2oth). 

In the present case, Customs and Excise had conceded an 
allowance for various preparations intended exclusively for 
counter sale, and the appellant did not seek to claim rebate for 
items used exclusively in salon hair treatment. Dispute arose, 
however, over a third category of goods and materials which 
were capable either of being used in salon treatment or of sale 
over the counter. Customs and Excise had disallowed a total of 
£92 claimed by the appellant in respect of this category, holding 
either that the goods involved were intended for salon use only, 
or that counter sales were minimal. 

The Tribunal found that goods in this category ‘were capable 
of over the counter sale and were so sold, whether or not there 
was any suppliers’ restriction on over the counter sales. It is 
equally clear that, over a three years’ trading pattern, the sale 
of these items was ro per cent over the counter and go per cent 
in the course of salon use ...’. On this finding of fact, the 
Tribunal allowed purchase tax rebate on 10 per cent of the 
disputed goods in stock at March 31st; ro per cent of turnover, 
it was stated, was too large a proportion to be disregarded under 
the rule de minimis. 

The Tribunal also specifically approved the Huntwave and 
Pendred decisions as correct in point of law. 


Roberts Hair Fashions v. Customs and Excise (‘Tribunal 
reference MAN/73/9). 
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Share Valuations 


by MERVYN FRANKEL, EFC A. 


This article deals with some of the practical aspects of share 
‘4 valuations where a controlling interest in a private company is 
acquired by a public company. The discussion which follows is a 
+ condensation of what, in practice, would be culled from a series of 
| meetings between directors of two boards. At the conclusion of the 
. meetings, if the negotiations were satisfactorily completed, 

`- each company would instruct its lawyers to prepare the necessary 


ancillary agreements. 


HE scene is the City boardroom of 
Acquirer Ltd, a quotéd industrial 
` holding company, where there are seated 
round the table four businessmen. They 

_ are: Mr Allen, the managing director, and 
Mr Armstrong, the director responsible 

_ for new acquisitions, representing Ac- 
quirer Ltd, and Mr Bull, the chairman 
`" and managing director, and Mr Bear, the 
‘chief accountant, of Buyable Ltd, a 
rivate company in which Acquirer Ltd 

is seeking to gain a controlling interest. 
Acquirer Ltd has the audited accounts 
of Buyable Ltd and further information 
about the company which appears below. 

Buyable Ltd organizes business con- 
ferences and seminars. It has several 
international companies who regularly 

"` send personnel on its courses. It was 
‘founded in 1964 by Mr Bill Bull, 
` the current chairman and managing 

- director. There are three full-time direc- 

= tors ~ Mr and Mrs Bull and the financial 

, director, Mr Bryan Bear. All three are 
aged between 35 and 4o. Bill Bull has 
a law degree and Byran Bear is a chartered 
accountant. 

There are 12 other employees whose 
jobs cover hotel inspection, finding 
speakers, public relations with client 
companies, seeking subjects of topical 

:, interest, and administrative and secre- 

tarial work. 

The ordinary shares in Buyable Ltd 
' are owned by: 








Per 

No. cent 

Mr Bull 750 75 
Mrs Bull 100 ro 
Mr Dear 150 15 
1,000 100 














Brief financial details of Buyable Ltd 
are: : 


Net profits (before tax) 1970 19,000 
nn DI DI an IQ97I 25,000 
»”» ” ” an 1972 30,000 





Mr Mervyn Frankel is a former tutor of 
Andersons of Caer Rhun Hall. In 1959 he 
established the London office of Anderson 
Thomas Frankel and, in 1966, the Jersey 
Residential Course Centre. 

He left full-time teaching in 1971 on 
assuming the chairmanship of Park Place 
Investments and its subsidiary, Financial 
Training Co — formerly Anderson Thomas 
Frankel. 





Net tangible assets December 31st, 1972: 











£ £ 
Lease at cost 23,000 
Motor vehicles 5,000 
28,000 
Current assets 85,000 
Less Current lia- 
bilities .. 74,000 
11,000 
£39,000 








The scene is the boardroom of Ac- 
quirer Ltd. Seated round the reproduc- 
tion Georgian table are, from Acquirer 
Ltd, Albert Allen, managing director and 
Arthur Armstrong, acquisitions director, 
and from Buyable Ltd, Bill Bull, manag- 
ing director and Bryan Bear, finance 
director. 

Allen “Shall I open the batting? Were 
here to biscuss a possible merging of 
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our interests. Wed like to invest in 
Buyable and are hoping that you will 
sell to us on fair terms. Have you a 
price in mind?’ 

Bull ‘Well, were obviously interested 
otherwise we wouldn’t be here, but 
we're a bit worried that now’s not the 
time to sell because we’re hoping for 
higher profits in 1973 and 1974, and 
further growth beyond that.’ 

Allen ‘Have you considered a formula?’ 

Bull ‘What’s that?’ 

Allen ‘Perhaps you'd better explain, 
Arthur.’ 

Armstrong ‘Well, you made £30,000 
pre-tax for 1972. We could pay you 
initially on a multiple of £30,000 with 
further consideration if you make far 
more than £30,000 in 1973.’ 

Bear ‘I see. What sort of multiple do 
you have in mind?’ 

Armstrong ‘We think that three times 
the pre-tax profits for 1972 would be 
fair with a further payment of three 
times the excess of your 1973 profits 
over £30,000.” , 

Bull ‘I see. So if we make, say, £40,000 
in 1973, we'll get £99,000 now, and a 
further £30,000 after we’ve submitted 
our 1973 audited accounts. What about 
the assets?’ 

Armstrong ‘I’m sorry — I’m not clear 
quite what you mean.’ 

Bull ‘Well, aren’t I right, Bryan, i in 
saying that, if we are bought on what 
I believe is called an earnings basis, 
we get so much for our profits, plus the 
net assets?’ e 

Bear ‘Well, er — sometimes if there are 
substantial property assets a rent is 
assumed for the property which will 
reduce the profits. A multiple of profits 
is then agreed, and the property is 
then added to the valuation.’ 

Armstrong ‘Yes, but this doesn’t apply 
to normal trading assets — they’re taken 
into account in the multiple.’ 

Bull ‘Oh? 

‘Mr Bull (may I call you Bill?). 
Bill, you’d be getting £99,000 for net 
assets of under £40,000 and if all goes 
well in 1973 you'd get more still.’ 

Bill ‘Do you agree with that, Bryan?’ 

Bryan ‘Yes, it’s quite normal.’ 

Bill ‘Well, I’m afraid that’s it, gentle- 
men. I‘m not selling my business for 
£90,000.” 

Albert ‘Now look, Bill. You’ve got a 
jolly good business and if I were you 
I’m bound to admit I’d take the same 
line as you are taking, but don’t forget 
Acquirer can put a lot of business into 
Buyable through other companies in 
the group. What about selling us, say, 
75 per cent of Buyable, and keeping 
the remaining 25 per cent among 
yourselves?” 

Bil ‘That’s certainly better, but if, as 
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you say, a purchase on the earnings 
basis includes the assets, then I don’t 
think the multiple of three is high 
. enough. Would you agree with that, 
Bryan?’ 

Bryan ‘Yes. I’m bound to say I would 
have expected at least four, and hope- 
fully five.’ 

` Arthur ‘You may have a point. Don’t 

` forget, though, you’re getting top-up 
payments for 1973 as well. Wed be 
happy to pay four times the 1972 

profits as a once-and-for-all considera- 
tion, wouldn’t we Albert?’ 

Albert ‘Yes, we would, on the basis that 
we buy 75 per cent. This way you'd 
get your full £120,000 now. How 
about that, Bill? ` 

Bill ‘I think it ought to be four times the 
1973 profits, with a payment of four 
times the 1972 profits, i.e., £120,000 
on account, and the balance when we 
send in the 1973 accounts.’ 

Albert ‘Td prefer not to do that, Bill. 
We can’t be seen to pay too much. Pd 
go to three and a half times the 1973 
profits but that is the limit I’m afraid, 
and Id want service agreements from 
Bryan and yourself for at least five 
years.” 

Bill ‘What sort of salaries have you in 
mind?” 

Arthur ‘We should like to leave that to 

ou. 

Bill ‘You know, don’t you, that my wife, 
Bridget, works full-time at a salary of 
£2,000 p.a. Td like her to stay on if we 
came,to terms.’ : 

Arthur ‘That’s fine. By all accounts 
Bridget’s quite invaluable.’ 

Bryan ‘May I come back to the busi- 
ness? As I see it, you would pay on the 
signing of the agreement: 


D 
475 per cent X 34 X £30,000 78,750 
Plus 75 per cent X 34 X excess 
of 1973 profits over £30,000 
` — say £10,000 e .. 26,250 
£105,000 


Arthur “That’s right.’ 

Bill ‘I suppose I ought to ask what 
would happen in the unlikely event of 
our making less than £30,000 profit in 


1973- ; 
Albert “That would be our bad luck, 
:ı and yours, too, to the extent of 25 per 
cent? 
Bill ‘We certainly have every incentive 


to do well in 1973. What about capital 


_ gains tax, Bryan?’ 

Bryan ‘Well, let’s assume we make 
£40,000, before tax, in 1973. Three 
and a half times £40,000 is £140,000 
‘which values Buyable’s shares at £140 
each.’ R 

Bill, “That means gains tax on £139 a 
share or, in other words, we lose 
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virtually 30 per cent of the proceeds 
to the revenue. That’s not much fun, 
is it? 

Albert ‘No, it isn’t, but that’s the 
Government’s fault, not ours!’ 

Bryan ‘How would you feel about 
accepting shares in Acquirer Ltd 
instead of cash, Bill? That would post- 


` pone the capital gains tax liability until . 


you sold the shares. Would Acquirer 
be prepared to give us shares instead of 
cash?” ` 

Albert ‘We always come up against this 
one, and we try to keep our shares as 
tightly held as possible. We think 
they’re very cheap at the moment and 
don’t want to issue them at this price.’ 

Bill ‘Oh.’ 

Arthur ‘Look, Albert, couldn’t we make 
an initial cash payment based on the 

` 1972 profits and then make any further 
payment due with shares? That would 
seem to help you to postpone some of 
your capital gains tax liability and give 
our shares time, perhaps, to establish a 
higher price.’ 

Bill ‘That sounds a good idea. I could 


also use some of my cash to buy shares . 


in. Acquirer on the market before they 

rise.’ f ' 

Arthur ‘Indeed.’ 

Bill ‘I would like to go away and think 
about all this, and talk it over with 
Bridget and Bryan. Well be in touch 
next week and if it’s all agreed, we can 
get the lawyers in.’ 

Later that day Bryan said he thought 
Acquirer’s terms were quite generous. 
There had been no reference to the 
average of previous years’ profits, which 
basis admittedly was not perhaps suitable, 
but would have produced a far lower 
price. Bill said he was worried that he’d 
guaranteed the overdraft and wouldn’t 
go through with the deal unless he could 
be released, because he didn’t relish the 
idea of guaranteeing the overdraft of a 
company controlled by others. 


They both assumed that Acquirer ` 


would appoint a director on to the board 
of Buyable, but realized that Bill would 
not be asked to join Acquirer’s board. 


Management’s position 


Bill and Bryan then discussed what would 
eventually happen to the remaining 25 
per cent of the equity in Buyable Ltd 
and thought that perhaps the best thing 
to do was to come to an arrangement with 
Acquirer to buy the shares on a multiple 
of three and a half times the pre-tax 
profits after the directors’ service agree- 
ments had expired, but Bryan was 
doubtful whether Acquirer would agree 
to this. He said that buying a controlling 
interest in a well-managed company was 
splendid, but one didn’t pay the same 
price for a minority holding when the top 
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He thought that, ideally, with, Aci 
quirer’s help, Buyable should be made to 
grow internally and with acquisitions 
until it could itself be floated, but that 
would take some time. Bill said that 
they’d get good dividends on their 
remaining shares and that, in his view, 
even if they never achieved floatation, 
Acquirer would pay a good price if the 
company did well or perhaps another 
company might buy Buyable from 
Acquirer and themselves. 

They both decided that they would 
like, in principle, to go ahead and that ` 
Acquirer would get a mixed shock when 
they saw how well Buyable had done in 
1973 and how much extra consideration 
they had to pay. 

Albert and Arthur reckoned that the 
deal was ‘in the bag’. They realized that 
they could expect bumper results from 
Buyable in 1973 and believed that the 
extra effort required could provide a good 
growth factor for 1974 and 1975. They 
thought that perhaps in the not too dis- 
tant future they could float off Buyable 
with another company in the Acquirer 
group, Wheelers Ltd which was making 
about {100,000'p.a. in publishing com- 
mercial books. 

Neither side would have done the deal 
had they not liked the people they met. 


LAW STUDENTS DISMISS 
CHAIRMAN 


SHORTLY after his recent election as 
Chairman of the Law Society’s Associate 
Members’ Group, Vincent Sheppard was 
dismissed last week by his fellow law 
articled clerks for views he expressed on 
television. He had succeeded Bruce 
Edgington, whose contributions on law 
students’ salaries in ‘Roundabout’ are 
well known. 

The BBC had agreed to allow the 
Group to participate in its ‘Open Door’ 
programme last week, during which 
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Vincent Sheppard attacked the Law., 


Society for the way in which it trained its 
articled clerks. He also argued that the 
British legal system should come under 
Government control similar to that of the 
National Health Service. His failure to 
inform the Group’s committee of those 
and other views he expressed was the 
Cause of his dismissal. 

Despite a request to the BBC from the 
Law Society that his ‘item’ be dropped 
from the repeat showing on BBC 2 last 
Sunday, the programme was televised 
without the requested ‘cut’. 

Vincent Sheppard protested that his 
removal as Chairman of the Group was 


unconstitutional, However, the Law. 
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a Society last Sunday ratified the Group’s 
decision and Bruce Edgington tells 


‘Roundabout’ that he has been invited to 
- ‘take over again as Chairman. 


PRESIDENT TO MEET 
NORTHERN CASS 
` TuE annual visit by The President of The 


` Institute of Chartered Accountants in 


.- England and Wales to Newcastle CASS 
takes place on Thursday, November tst, 
> at the Union Club, Westgate Road, 
_ Newcastle, at 4.15 p.m. 

The meeting will take the form of a 
.. sherry party during which there will be 
` an informal address by the President, 
` Mr Kenneth Wright, M.A., F.C.A. Mem- 
bers will have every opportunity in which 
to discuss with Mr Wright student affairs. 


. -The Society requests that principals give 


every opportunity and encouragement to 
their articled clerks for the necessary time 
off to attend. 


LETTERS TO ROUNDABOUT 


Institute Communications 


, Sir, - We were disturbed to read the anti- 
student remarks made by Mr K. J. 


`. Sharp, Deputy President of The Institute of 


Chartered Accountants in England and 
Wales, at the Institute’s Cambridge 
Summer Conference (October 4th issue). 
` His criticisms cannot pass unanswered: 
w To define all students as militants 
who do anything other than work 
for examinations is, most strange. 
In such a contest either ‘militant’ 
means activist, in which case Mr 
Sharp is a militant within the 
Institute, or Mr Sharp is deliberately 
denigrating all students up and down 
. the country who take any part 
`. whatsoever in the running" of their 
students’ society. 
Gei Mr Sharp claims the Institute has 
made -the right response to ‘some 
of the wilder outbursts of the 
student fraternity’ and ignored ‘the 
more deliberately outrageous at- 
tacks’, proceeding instead with the 
development of its policy. We are 
uhaware of either outbursts or 
attacks which have required a blind 
eye. Furthermore, many observers 
would question the Institute’s speed 
of response to change without the 
stimulus of other parties, especially 
. students and academics in the 
profession, 
: (3) ‘It is a source of great danger’ to 
. Mr Sharp ‘that every suggestion for 
co-operation and joint action tends 
to be spurned’. Mr Sharp should 
justify such an allegation as the facts 
indicate the contrary. ACASS has 
gratefully welcomed the increasing 
student representation within the 
Institute and the work of the joint 
Students Liaison Committee. 
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ES It is further claimed that ‘wiser 
counsels are beginning to prevail 
and the will of the sensible majority 
is making itself felt’. We would have 
thought that ACASS under Peter 
Pennington Legh last year, could 
only be regarded as led by wise 
counsel and constructive in attitude. 
Unfortunately, the majority is still 
not making itself felt. Both ACASS 
and the Institute are still plagued 
by a vast non-militant apathetic 
majority. However, if Mr Sharp 
does believe it, let us hope his wilder 
criticisms can now cease. 

(5) As for students enjoying ‘their 
period of stardom’ (unfortunately 
shorter than Mr Sharp’s three years) 
student society activities occupy a 
great deal of time — personal, not 
just employers’ — and effort. Those 
who think it is a good ‘lark’ quickly 
fall by the wayside or riever flower 
at all. That it is especially difficult 
to tread the narrow path which 
would please both students and the 
Institute is evidenced by Mr Sharp’ s 
remarks. 

Such ‘histrionic’ allegations require 

substantiation. They do not encourage the 
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joint solution of the many problems facing i 
us and more especially they do not en. 


courage a moderate line among our mem- 
bers. 
Yours faithfully, 


DAVID W. H. STEEDS, M.A. 
Secretary, 
ACASS © 


KEITH ANDERSON, 
Chairman — Conditions of - 
Employment Board, 


London EC2. ACASS. 


Sir, — Mr K J. Sharp, T.D., M.A., F.C.A., ` 


Deputy President of the Institute, 
worried (October 4th issue) about the lack 
of co-operation and communication be- 
tween the students and the Institute. 
Perhaps he should read Shakespeare, for 
didn’t he say ‘Let me have men about me 
that are fat; yon ACASS hath a lean and 
hungry look — such men are dangerous’, or 
roughly paraphrased, not less than {1,100 


Is: 


p.a., please, for no longer than four years _ 


(not four years nine months). 
Yours faithfully, 
DAVID G. KENT, 
Halifax. Secretary, BRADFORD CASS. 


Law Students’ Salaries 


Law students have the edge on chartered 
students when it comes to a recommended 
salary scale. The Associate Members 
Group of the Law Society and the British 
Legal Association have prepared an 
updated guide which appears in the New 
Law Journal of October 4th. 

_ Entitled ‘Solicitors and their articled 
clerks’, the guide states that the practice 
of some local law societies in now issuing a 
recommended salary scale, is extending. 
The scale, reproduced below, is an 
indication of the reasonable minimum 
which might be expected. However, the 
amount of pay, it is stated, still remains a 
matter between clerk and principal. 


Admitting that remuneration often 


brings forth a conflict of views, the guide - 


none the less makes the valid point that 
articled clerks should.no longer be 
dependent upon their parents. As with 
chartered accountant students there are 
many, if not mgre, graduate law students 
and, as adults, ‘a feeling of self-sufficiency 
is extremely important’, 

It is of interest to note that, on training, 
the guide expresses the view that the 


` present method of training is completely 


out of date and that the cost of training 
future solicitors should be borne partly 
by the legal profession and partly by the 
State. 


RECOMMENDED NATIONAL MINIMUM SCALES 
Non-Graduate 


Year Examination passed Weekly 
Wage 
First With whole or part of Part I £12-£16 
Second With Part I £16-L£18 
Third With Part I £,18-£20 
Fourth With Part I £20-L22 
Third With whole or part of Part II £22-£24 
Fourth With whole or part of Part II £24-£26 
Graduate 
Year Examination passed Weekly `- 
Wage 
First With/Exempt Part I £L16-L18 
Second With/Exempt Part I £18-£20 
First With whole or part of Part II £20-L22 
Second With whole or part of Part II £22~£26 


Because of the higher cost of living in London and major cities, it is considered that these . 
minimum figures should be increased by approximately £2 per week in those areas. 
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 PROFESSIONAL NOTICES 


Hewitt, Farrant & Co, incorporating 
Cuartes Hewitr & Co, HAMILTON, 
PRINGLE, Farrant & Co, Noe: BLACK 
& JARDINE, announce that on September 
ryth, 1973, they moved their separate 
offices to new offices situated on the 15th 
and 16th floors of Nedbank House, 
Eloff & Albert Streets, Johannesburg. 


West, SEARLE & Co, announce the 
formation of a new firm, LANGDON, WEST, 
Wis & Co, to take over the practice 
of West, SEARLE & Co, as from July rst, 
1973. The partners are MESSRS KENNETH 
Hari WEST, F.c.A., and EDWARD GORDON 
WILLIAMS, F.c.A., and the firm will 
practise from 14A High ES Banstead, 
Surrey. 


APPOINTMENTS 
Mr Y. Ahmed, A.C.A, and Mr A. 
Glass, F.C.c.A., have “been appointed 


directors of Cedar Consultants, a new 
company formed by Cedar Holdings. 

Mr R. Cunliffe, F.C.A., AG, joint 
chief accountant of Royal Insurance, 
becomes group chief accountant on 
January 1st, 1974. 

Mr Jeffrey Dickman, a.c.a., has been 
appointed company secretary of Fidelity 
Radio, 

Mr P. C. Franks, a.c.M.a., has become 
secretary and chief accountant of Temple- 
wood Hawks! ey Activated Sludge Ltd, 
a company in thé Hawker Siddeley 
Group. 

Mr Mervyn Hancock, a.1.M.T.a., for- 
merly assistant county treasurer of 
Berkshire, has been made deputy county 
treasurer of East Sussex. 


FOR C.A. 
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Miss G. Haris, A GA has become a 

partner with Donald Rich & Co, Ac- 


countancy Tutors, with effect from 
October rst. 


Mr John Hendre, F.c.a., has been 
appointed deputy finance director of 
Cadbury Schweppes; he was formerly a 
partner in Tansley Witt &-Co. 


Mr M. C. Horder, A.c.c.a., has been 
appointed secretary of Petters. 


Mr P. J. Sherlock, Soa, formerly 
financial accountant of British Insulated 
Callender’s Cables, has joined Balfour, 
Beatty & Co (a BICC group company) 
at its Croydon head office and on 
January ist, 1974, will take up the ap- 
pointment of finance director. 


Mr L. A. Farren, F.c.c.a., ALE, 
A.M.B.LM., formerly finance manager of 
British Insulated Callender’s Cables, has 
been appointed treasurer of BICC re- 
sponsible to the chief executive. 
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Mr L. A. Farren Mr G. Hunt 

Mr Geoff Hunt, A.C.A., A.T.LI., has 
been appointed company secretary of 
Sterling Health Products (Ireland), and 
Sterling Group Pension Trustees. 


RETIREMENTS 


Mr Eric Galbraith, c.a., general manager, 
group management services, of Dunlop, 
has retired after 37 years with the com- 
pany. Mr Galbraith joined the India 
Tyre & Rubber Co (which later became 
a Dunlop subsidiary) in 1933 as assistant 
accountant, and two years later was 
appointed accountant. 

. He moved to Birmingham in 1945 
when he joined the company’s main UK 
tyre operations at Fort Dunlop. Follow- 
ing a spell as works accountant, he 


became assistant chief accountant in 1949.. 


A further move followed when Mr 
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Galbraith was appointed ‘accountant 
(home) at the head office in London in 
1952 and became group accountant 
(home) in 1955. He was given the special 
responsibility for setting up a new central 
department when in 1959 he was ap-. 
pointed general manager of group man- 
agement services. 


Mr H. K. MacIver, M.A., LL.B., C.A., 
group comptroller of Royal Insurance, 
will be retiring on December 31st, after 
nearly 26 years’ service with the group. 
Mr Maclver joined the group at head 
office in Liverpool in 1948, becoming 
assistant accountant in 1951 and ac~- 
countant three years later. He was 
appointed chief accountant in 1956 and 
comptroller in 1963. He has been group 
comptroller since 1971. 


Mr R. J. Webber, a.c.c.a., has retired” 
after 49 years’ service with Baker Perkins. 
He joined the company as a junior ac- - 
counts clerk on leaving school in 1924. 
After serving in the Royal Air Force 
during the Second World War, he 
rejoined the company in 1946 in which 
year he became deputy chief accountant. 
In 1953 he was appointed chief financial 
accountant. 


GROUP RELIEF 
Finance Act 1973, section 29 


Following discussions with the allied 
accountancy bodies about section 29 of 
the Finance Act 1973, dealing with group 
relief, the Board of Inland Revenue have 
approved the following statement for 
publication: 

‘The Board do not regard section 29 
as empowering the inspector to reopen a 
settled claim for group relief if at some 
future date, quite separately and indepen- 
dently, an arrangement is made to sell 
the relevant subsidiary. For: example, 
there is no question that an inspector 
could ‘reopen agreed claims back to 
March 6th, 1973, if there is an un- 
connected arrangement made in, say, 
the year 1975. 

‘It follows that the new rules will not. 
normally terminate a group relationship 
before the accounting period during 

which the arrangement ‘is made. The 
inspector will need, of course, to look at 
all the circumstances in order to satisfy 
himself that the arrangement does not in 
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fact relate also to any earlier period in 
respect of which a claim for group relief 
is unsettled. 

‘There is obviously no question of 
applying the clause before March 6th, 
1973 and, where the new rules break a 
group relationship in an accounting 
period straddling this date, the inspector 
will apply the standard apportionment 
procedure in section 262 of the Taxes 
Act.’ 


NEW VAT BOOKLETS 


A revised edition of Notice No. 700 
(VAT: General Guide) has been issued 
by HM Customs and Excise. In the 
revised edition, where the contents are 
materially different from the earlier 
notice, the page is marked by a vertical 
line at the side of the text. 

Also issued is VAT Notices Amend- 
ment Leaflet No. 2 which gives details of 
changes in VAT Notices No. 701 (Scope 
and coverage), 709 (Hotels and Catering) 
and 711 (Second-hand cars). 

Changes in Notice No. yor include 
the zero-rating of peat sold or used 
solely as a fuel. All other forms of peat, 
e.g. for horticultural or agricultural use, 
remain standard-rated. 

The main change in Notice No. 709 
arises from the amendment to the law 
relating to holiday accommodation; the 
scope of the exemption in relation to 
catering in schools and hospitals is also 
set out in more detail. Notice No. 711 
is amended to explain more fully the VAT 
situation on the importation of used cars. 

Both publications are available from 
any Customs and Excise local VAT 
office. 


PHASE THREE 
Professional Fees 


Under the terms of the Government’s 
Green Paper, The Price and Pay Code for 
Stage 3: A Consultative Document (Cmnd 
5444), fees and charges for professional 
or other services by firms or by in- 
dividuals who are self-employed are 
governed as prices by Part One. The pay 
of professional staff who are employees is, 
however, governed by Part Two. 

Where scales or rates of charges of 
general application, whether calculated 
per item, at an hourly rate or ad 
valorem, are in use in a profession 
under instructions or advice issued by a 
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professional organization, those scales or 
rates must be treated as maxima and may 
not be increased without the agreement 
of the Price Commission. Where rates 
above scale have normally been agreed 
and have become normal charges, such 
rates need not be reduced, but the margin 
by which such rates exceed the scale 
may not be increased. 

Where there are no scales or rates 
of general application, the rates or scales 
charged for a professional service may 
not be increased except to reflect in- 
creases in allowable costs. Increases in 
labour costs may not include any element 
in respect of proprietors’ or partners’, as 
distinct from employees’, time. 

The limitation on net profit margins 
will apply to profits of firms or in- 
dividuals providing professional or other 
services, irrespective of the method by 
which fees are determined. Where the 
number of partners in a professional 
practice has changed as a result of the 
substitution of a partner for an em- 
ployee, or of an employee for a partner, 
the reference level may be recalculated 
by reference to the changed number of 
partners. 


CHARTERED ACCOUNTANTS 
LOOK AT PROSPECTUSES 


A special course for those engaged in the 
preparation of profit forecasts and pros- 
pectuses in a European context is to be 
held at the Grand Hotel, Eastbourne, on 
November 2nd. 

The course, entitled ‘Prospectuses — 
The European Challenge’, is being 
organized by The Institute of Chartered 
Accountants in England and Wales, and 
will not only be of interest to accountants, 
but also to merchant bankers, stock- 
brokers and solicitors with practical 
experience of prospectuses and profit 
forecasts. 

The speakers will include Mr S. F. 
Phillips, rea. of Arthur Young 
McClelland Moores & Co (Course 


Director); Mr M. C. Stoddart, F.c.a., and : 


Lord Selsdon, of Singer & Friedlander 
Ltd; Mr T. Schoch, of Cazenove & Co, 
and Mr W. S. Wareham, formerly head 
of the Quotations Department, London 
Stock Exchange and Deputy Director 
General of the Panel on Take-overs. 
The course will cover Stock Exchange 
requirements from European companies 
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seeking a London quotation; a case history 
of a French group obtaining a London 
quotation, and a case history of a British 
group obtaining quotations on five 
European exchanges. 

Fee for the course is £27-50, including 
VAT, and covering refreshments and 
lunch. Applications should be sent to the 
Courses Department, The Institute of 
Chartered Accountants in England and 
Wales, Chartered Accountants’ Hall, 
Moorgate Place, London EC2R 6EQ. 
Telephone 01-628 7060. 


GLASGOW CONFERENCE 


The Scottish Branch of The Institute 
of Administrative Management is holding 
its autumn conference and exhibition at 
the City Hall, Glasgow, on October 
24th. 

The subject will be ‘Inflation ~ Cutting 
Administrative Costs’ and the speakers 
will be Mr R. Pepper, director, Inbucon 
(Management Consultants) and Mr R. M, 
Menzies, manager, systems and or- 
ganization, Babcock and Wilcox (Opera- 
tions). The luncheon speaker will be Mr 
Frank Skerret, B.L. 

Further details and admission tickets 
may be obtained from the Conference 
Secretary, Mr J. H. McCaig, Chrysler 
Scotland Ltd, Linwood Plant, Linwood, . 
Paisley PA3 3AT. 


CHARTERED ACCOUNTANTS’ 
GOLFING SOCIETY 


The autumn meeting of the Chartered 
Accountants’ Golfing Society was held 
at the Wildern€ss Golf Club on Septem- 
ber 28th. The weather was fine and the 
course in excellent condition. 

Leading scores were as follows: 


STABLEFORD MEDAL Pis 
C. P. Neilson (15), won First Prize .. 37 
(also won First Lord Mayor’s Cup) 

R. Anderson (4), won Second Prize 

(on last nine) 17 points a 34 

A Borrett (8), (on last nine) 15 points 34 " 
. A. Daniel (17), oF last ege Ve 

Se 34 


STABLEFORD, FourSOMES 
W. R. McBrien (16) and R. Newberry 


(6), won First Prize 39. 
M. Sabey (4) and D. Fielden G7), 
won Second Prize 37 


SCRATCH PRIZE 
J. W. Gibbs (5) Ss DN , 29 
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Prosperity or Politics? 


B Chancellor of the Exchequer’s expectation, devel- 
oped in his speech last week at the annual Mansion 
House banquet for the bankers and merchants of the City 
of London — that the UK economy can look forward to a 
normal rate of growth of around 3} per cent annually — 
rests upon two key assumptions. First, that the growth in 
world trade will average about 10 per cent a year over the 
period 1971-77; secondly, that the present domestic 
inflation will be held in check sufficiently to keep UK pro- 
duction costs broadly in line with those abroad. 

In particular, Mr Barber indicated the effects of the 
prospective increase in imported oil prices on the UK 
economy. There is, he said, ‘no way of preventing the rise 
in prices making the British people worse off than they would 
otherwise be’. It is a pity that precisely this point could not 
have been made with egual publicity when imported food 
and raw material prices began to soar. No amount of sub- 
sidies, price controls or rationing will alter the fact that the 
adverse shift in UK terms of trade has made the British 
consumer worse off. 

With renewed increases in food prices in the offing and 
nothing done to alter the British public’s apparent belief 
that the world owes it a living, it is difficult to see just how 
Phase Three can even get off the ground as an effective 
counter-inflation policy. 

It is not just inflation that should be worrying the 
Government. In the National Economic Development 
Council’s latest study, Industrial Review to 1977, the impli- 
cations of sustained growth at 34 per cent annually for a 
number of key British industries are examined. In parti- 
cular, the study considers what has to be done to ensure 
that industries can achieve this rate of growth. 

There is a clear need for increased mobility within the 
labour force: by 1977 the 11 key industries under review 
will need 300,000 fewer employees than were on their 
payrolls in 1971. Only two of the industries, chemicals and 
electrical engineering, are likely to need more workers; 
the others must contract in varying degrees. 

Furthermore, the increasing rate of exports will entail 
a greater degree of specialization and standardization at 


plant level which, although their implications are not spelt 
out, will necessitate some significant changes in the deploy- 
ment of the labour force within these industries. It was a 
pity that the TUC conference could not find time to examine 
these issues thoroughly. 

According to the NEDC report, entry into the EEC ‘is 


not likely to have significant effects on the trade of the ` 


industries reviewed before 1977’. But, it is observed, 
‘industries will need to enter this period with enhanced 
competitive strength if the longer-term benefits of acces- 
sion [to the EEC] are to be realized’. 


Many UK companies have already established market- ` K 


ing and production facilities in Europe, but the NEDC 


report notes that the UK has not so far been seen as a parti- 
cularly attractive location for European investors, ‘mainly 
because of the relatively slow rate of growth of the UK 
economy’. It will be surprising, in the light of recent events 


in the motor industry, it the NEDC comment is not borne ` 


out: that, while American investment in the UK will 
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continue, it is unlikely to be at the annual rate achieved in 
the early 1960s. 

According to NEDC, productivity of both labour and 
capital seems to have ‘improved considerably’ over the past 
few years and may continue; though, states the report, the 
relative contribution that each of these factors has made to 
higher productivity is ‘far from clear’! Nevertheless, the 
key role of investment in lifting the growth rate is not 
disputed, and while it is noted that finance is not expected 
to be a constraint on investment, ‘adequate profitability is 
obviously a prerequisite’. 

It is hardly a matter for surprise that the welcome in- 
crease in the level of activity in Britain’s machine tool 
industry owes more to the demand from overseas than it 
does to domestic demand. Nor is much joy to be gleaned 
from the NEDC observation that expenditure in research 
and development, which in recent years has declined, will 
not generate rapid technical advances in the near future. 

The report’s concern with the importance of adequate 
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profits is evident in the comment that the ‘lack of external 
funds for investment is not seen as a constraint, but low 
profitability is critical, as an inadequate cash flow makes it 
impossible to finance capital expenditures from internally 
generated funds, and an inadequate rate of return on 
existing or projected capital makes it impossible to pay the 
going market price for money’. Observers of the current 
industrial scene will not be surprised by the conclusion 
that ‘industries’ investment might be stepped up if they 
were confident that a faster and more stable rate of growth 
could be maintained . . .’. 

Within this context the concern which has been 
expressed by industrial spokesmen over the treatment of 
profits in Phase Three is understandable. Unfortunately, 
political considerations outweigh economic needs. As long 
as that is the basis, however understandable, for official 
policy decisions, the more difficult will it be to achieve, 
in Mr Barber’s words, ‘prosperity for our industry and 
our people’. 
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The Association’s Reply to 
Mr Wynne Lovett 


HE Council of The Association of 

Certified Accountants has issued a 
reply to Mr Wynne Lovett, F.C.C.A., 
former Deputy Secretary of the Asso- 
ciation, who last week expressed 
strong criticism of its policies and 
administrative structure. The full text 
of this reply is as follows: 


‘The Association has taken note of 
an open letter addressed to members 
by Mr W. Lovett, which received 
publicity in the professional press and 
elsewhere. 

‘The opinions expressed therein 
are, of course, personal to Mr Lovett, 
and in ordinary circumstances the 
Association would not feel any neces- 
sity to reply to such an expression of 
opinion, however mischievous or mis- 
guided it might conceive it to be. It is, 
however, impossible to overlook the 
fact that until recent months he oc- 
- cupied the office of Deputy Secretary 
to the Association and, indeed, remains 
on its payroll and technically a member 
of its staff until the end of the current 
month. In view of the fact that he was 
employed by the Association in this 
senior office of trust and responsi- 
bility, the Association considers that 


it would be inappropriate to ignore 
Mr Lovett’s statements; and, having 
regard to the alarmist nature of some 
of his expressed views, it is considered 
that it has a duty to members to pro- 
vide reassurance. 


‘When Mr Lovett was appointed 
Deputy Secretary [The Accountant, 
June 24th, 1971] it was the hope of the 
Council that it would, in due course, 
be possible to appoint him to the office 
of Secretary. This development was, 
of course, envisaged as being subject to 
the Council being satisfied at the time 
that this appointment was suitable. 

‘Unhappily the Council was not able 
to reach this conclusion, and in March 
of this year it fell to the President at 
that time to convey to Mr Lovett the 
Council’s unanimous degision that it 
was unable to offer him the position 
of Secretary, but that it hoped that 
he would continue in the office of 
Deputy Secretary. This he felt unable 
to do, and on the same day he 
tendered his letter of resignation. In 
these circumstances, it would clearly 
have been an embarrassment to both 
sides for him to continue his duties, 
and he was therefore granted paid 


leave for the remainder of the term of 
his appointment. 

‘Mr Lovett refers in alarmist terms 
to a financial crisis facing the Associ- 
ation. While he was with the Associa- 
tion he produced projections of future 
plans which, were they to materialize, 
would give cause for concern. To a 
very large extent, however, these fore- 
casts are no more than an indication of 
the effects ofsescalating costs due to 
inflation, and are precisely the same as 
those which would apply to any similar 
institution. To the extent that these 
costs can be contained they will be, 
but it would be idle to pretend that 
continuing inflation will affect the 
Association less than any other organi- 
zation. To refer to these facts in alarm- 
ist terms is, however, gravely irre- 
sponsible. 

‘In connection with the Association’s 
examinations, Mr Lovett says that 
these are too important to be left in 
the charge of part-time amateurs, and 
advocates the appointment of a full- 
time chief examiner. The examinations 
are the responsibility of the board of 
moderators, among whom are included 
a number of well-known figures in 
accountancy education. The new ex- 
amination syllabus recently published 
has been received in the academic 
world with enthusiasm, and the Asso- 
ciation is greatly encouraged by this 
reception. The reference to the authors 
of this new syllabus in the opprobrious 
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terms used by Mr Lovett is in the 
Association’s view unworthy, and will 
be judged to be so by all those con- 
cerned with accountancy education. 

‘In no major teaching establish- 
ment, whether a university or poly- 
technic, and in no major professional 
accountancy body is there any person 
holding the full-time office of chief 
examiner. Indeed, it is generally con- 
ceded that in accountancy this would 
be totally impractical, since it would 
require expert knowledge of numerous 
different disciplines. The system used 
by the Association is recognized as the 
most practical and satisfactory by all 
those who are possessed of real knowl- 
edge of educational matters, and the 
Association sees no value whatever in 
Mr Lovett’s proposal. 

‘Mr Lovett makes various points 
concerning the size of the Council and 
the activities of its committees. It is 
not intended to deal with these in detail 
but it is pointed out that the Council, 
which numbers 30, is already the 
smallest of any comparable bodies. The 
Council of the Association is not 
merely its governing body: it has also 
a representative function and it is the 
only means whereby the members can 
maintain control of the Association, 
and have a voice in professional affairs. 
Were the Council reduced to the size 
envisaged by Mr Lovett, it could not 
carry out these functions. The Council 
and its members do not take part, and 
have no wish to take part, in the day- 
to-day management of the Association’s 
affairs. 

‘If, however, the President could not 
interfere at all in the activities of the 
chief executive, as Mr Lovett desires, 
this official could seldom be effectively 
prevented from taking any action, 
however unwise, especially in an 
emergency. That Mr Lovett held 
these views became abundantly clear 
during his service with the Associa- 
tion, and this was certainly a contri- 
butory factor in the decision of the 
Council not to appoint him to the 
office of Secretary. 

‘In his letter of resignation, Mr 
Lovett deemed it expedient to inform 

-the Council of his intention henceforth 
to play an active part in the Associa- 
Dons affairs. The Council welcomes 
this intention in any member, pro- 
vided that his activities are construc- 
tive and conducive to the welfare of 
the Association and its members. It is 
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thought that members may best judge 
for themselves whether Mr Lovett’s 
present initiative meets these criteria.’ 


New Scottish Institute 
Research Paper 


EE of remote oper- 
ations away from the centre of 
modern business, it has been suggested, 
is likely to be more effectively super- 
vised and controlled than is the con- 
duct of activities at the centre. This is 
one of the issues raised in the latest 
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research paper to appear from The 
Institute of Chartered Accountants 
of Scotland, The Control of Central 
Organization Overheads, by I. N. 
Spurgeon, C.A. 

The author, a member of the Scot- 
tish Institute since 1956, is able to 


draw on his extensive experience of a 


large and diversified concern — the 
British-American Tobacco Group, 
with whom he has spent the whole of 
his post-qualification career, prin- 
cipally in London and in the Far East. 
He is now the group’s corporate plan- 
ning adviser, and finance adviser to 





ICA Fees Compared with those in Europe 


UGGESTIONS of a further in- 

crease in subscriptions for mem- 
bers of The Institute of Chartered 
Accountants in England and Wales 
(The Accountant, October 18th) have 
been reinforced by the Vice-President 
of the Institute, Mr John Grenside, 
F.c.A. Addressing members of the 
Sheffield and the Hull and East York- 
shire District Societies of Chartered 
Accountants, at their joint tuition 
course in Scarborough last Friday, Mr 
Grenside contrasted the English Insti- 
tute’s present average subscription 
income of £20 per member with pro- 
fessional subscriptions payable in 
other EEC countries — for example, 
£30 per member in Ireland, £80 in 
Germany, {110 in Denmark and £140 
in Holland. 

Increasing demands in the inter- 
national field and in the EEC, he 
said, were affecting both professional 
practice and the UK’s most widely 
adopted form of business enterprise, 
the limited company. Additional com- 
mitments were inevitable if the UK 
was to maintain its position, and if 
standards were to be raised there 
would have to be an immense effort in 
the field of education and training — 
both pre- and post-qualification. 

The magnitude of the task facing 
the Institute’s technical educational 
and training departments must raise 
the question of whether the present 
level of subscriptions was realistic. At 
present, barely {£1 of subscriptions 
income per member was devoted to 
the technical arm. ‘There is much to 
be done’, the Vice-President declared, 
‘and notwithstanding the immense 


voluntary contribution by Council and 
committee members, the demands on 
the Institute’s resources both in terms 
of personnel and in financial expendi- 
ture will be considerable. I am con- 
vinced that it will be worth while, 
and that we should be ready to meet 
the cost.’ 

In a subsequent address last week- 
end, to a residential course of the 


Mr J. P. Grenside 


Bristol Area Society of Chartered Ac- x 


countants, Mr Grenside alluded to 
the difficulty of communication within 
an Institute of 55,000 members whose 
occupations were very diverse. Frank- 
ness, he said, was imperative, and the 
‘grapevine’ led inevitably to misinter- 
pretation, distortion and denigration. 
Members must be positive in their 
response to Council proposals; a 
passive response in matters affecting 
both their professional body and their 
livelihood was inadequate. 
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BAT companies in the Indian sub- 
continent. 

‘Irrespective of the size of a busi- 
ness’, he writes, ‘management needs a 
mechanism to control its central costs, 
ensuring essentially that they do not 
grow disproportionately to the rate of 


` growth achieved in the profits of the 


operating companies with which they 
are concerned. 

“The essential feature, of course, of 
any control procedure is that it must 
be related to the future expectation 
rather than to the record of the past. 
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Only in this way can trends towards 
deficiencies in the structure of the 
organization and the administration 
and allocation of resources be identi- 
fied and dealt with at the appropriate 
time. It is infinitely easier to cope, for 
example, with the problem of over- 
manning — and most central organiza- 
tion costs are manning costs —if an 
impending problem can be identified 
before it has happened. 

‘The key to the application of the 
procedures recommended is profit, or 
cost accountability, and the manager 
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Stock Exchange Chairman’s 
Forthright Views 


XCHANGE control restrictions 

and other burdens were seriously 
hampering the competitive position 
of the United Kingdom Stock Ex- 
change in Europe, Mr G. A. Loveday, 
T.D., Chairman of the Exchange, said 
last week. Speaking at the annual 
Mansion House dinner to the bankers 


` and merchants of the City of London, 


Mr Loveday reminded the Govern- 
ment that the White Paper on Common 
Market entry had promised removal 
of the dollar premium during the 
transitional period and said that Lon- 


don must be unfettered ‘from this 


very serious disadvantage’ if it was to 
lead the way in the securities industry. 

London was also saddled with two 
additional burdens in the shape of 
VAT and the 1 per cent transfer 
stamp duty. Other EEC countries, Mr 
Loveday claimed, did not charge VAT 


5 on commissions and the transfer tax 


was either lower or non-existent. 
Overseas investors did not like paying 
this 1 per cent tax, and he foresaw 
the danger of a continental market in 
leading British securities, in the form 


` of deposit receipts, which could gravely 


prejudice UK invisible earnings. 
Mr Loveday then said that the 


` accepting houses could hardly expect 


him to bless the introduction of the 


ARIEL dealing system to compete 
only in the field of more lucrative 


business. He attacked it as ‘a cuckoo 
in the nest’, and continued: 
‘There has, of course, been a move- 


` ment in the City for institutions to 


cross frontiers and move into other 


fields, but this has been done so far 
largely by means of investment or 
take-over. We, in the Stock Exchange, 
have in recent years, provided for 
outside interests to invest in our firms, 
and many institutions have done so. 

‘We look with sorrow rather than 





oe 


Mr G. A. Loveday 


anger on this new venture. We think 
that our friends are misguided, and 
will live to regret this attempt to 
fragment the market.’ 

He welcomed the Government’s 
proposals for company law reform, 
some of which bore ‘a remarkable 
resemblance’ to the Exchange’s own 
representations [The Accountant, June 
14th]. Additional safeguards against 
warehousing were still required, and he 
called for professional advisers to be 
classed as ‘insiders’ only when they 
had actually had access to confidential 
information within a specified period. 


in the central organization should not | 


be exempt from normal commercial 
responsibilities in this context.’ 

The Control of Central Organization 
Overheads is published by the Scottish 
Institute at 27 Queen Street, Edin- 
burgh EH2 1LA, price £1. 


Publicity for Stock 
Exchange Firms 


Si Exchange member firms 
are participating, with knowledge 
of the Chairman’s Room, in the BBC-4 
news magazine “The World Tonight’, 
giving opinions on the trend of busi- 
ness and market features. The names 
of individual spokesmen and their 
firms are included in the broadcast. 

Speakers are selected from a panel 
of firms who have agreed to be ap- 
proached for this service. Firms desir- 
ing to be included in the panel have 
been invited to inform The Stock Ex- 
change Public Relations Department. 

The Stock Exchange Council re- 
cently approved an amendment to the 
rules of the Exchange, which will 
permit member firms to advertise for 
business in the UK and Ireland in 
newspapers, periodicals and books of 
reference. Such advertising is already 
permitted overseas. Firms wishing to 
take advantage of this amendment must 
obtain the prior consent of the Council, 
and the copy must be submitted for 
approval prior to publication. 

Firms will not be permitted to issue 
circulars, other than to their existing 
clients. 


Proposed BIM Code 
of Conduct 


Wie failing to maintain 
a satisfactory standard of ethical 
conduct would face the prospect of 
penalties ranging from admonition 
to the extreme sanction of expulsion 
from membership, under the terms 
of a consultative paper published 
recently by the British Institute of 
Management. The paper, Guides to 
Good Practice for the Professional 
Manager, is the interim report of a 


BIM working party set up earlier this- 


year under the chairmanship of Mr 
F. Clive de Paula, C.B.E., T.D., F.C.A., 
F.C.M.A., J.DIP.M.A., F.B.I.M., to draft a 
code of conduct for BIM individual 
members. 

Effectiveness of such a code will 
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be governed, of course, by the willing- 
ness of BIM members to be bound 
by it; and the working party is agreed 
that a disciplinary structure would be 
required to ensure effective imple- 
mentation. Suggested procedures in 
this field follow those already in 
operation by The Institute of Char- 
tered Accountants in England and 
Wales — a delicate compliment which 
will not be lost on some who have 
criticized the latter as allegedly lacking 
in natural justice. 

The underlying sanction, it is 
stated, is envisaged as ‘one of adverse 
publicity, and in extreme conditions 
one of expulsion from membership’. 
Subject to the approval of Council, 
the working party recommends that 
the report of any disciplinary findings 
be disclosed in BIM publications. 

The concept of a code of corporate 
conduct, it will be remembered, 
has already been endorsed by the 
CBI’s Watkinson Committee; the 
BIM publication is distinctive in its 
attempt to spell out particular ob- 
ligations for the individual manager. 
An earlier paper, British Businessmen’s 
Behaviour, from the Industrial Ed- 
ucational and Research Foundation, 
showed ‘over 70 per cent’ support 
for some form of code of ethics for 
the business executive (The Account- 
ant, November 11th, 1971); it also 
indicated, at that time, a significant 
level of practices which the authors of 
the present discussion paper would be 
reluctant to countenance. 


Companies Registry 
Moving to Cardiff 
OMPANIES HOUSE, as fore- 


cast in The Accountant last week, 
is to leave London. It will be removed 
to Maindy Building, Cardiff, ‘as soon 
as possible, because of the pressures 
on existing accommodation and re- 
cruitment in London’. 

Announcing this decision in the 
course of last week’s debate on the 
report of the Hardman Committee, 
Mr Kenneth Baker, Parliamentary 
Secretary to the Civil Service Depart- 
ment, said that the move was neces- 
sary if the Companies Registry was to 
complete its programme of making its 
work fully efficient and up to date. 
The Government had given full con- 
sideration to the views of users, and 
was convinced that the balance of 
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Netherlands Accountants’ Day — Mr E Kenneth Wright, M.A., F.C.A., President of The Insti- 





tute of Chartered Accountants in England and Wales, visited The Hague last week to attend the 
annual Accountantsdag of the Nederlands Instituut van Registeraccountants. He is pictured, 
right, with Herr K. H. Forster, of the German Institute (the appointed President for the 11th 
International Congress of Accountants in 1977) and Drs J. W. Schoonderbeek, President of the 


Netherlands Institute. 





advantage lay with dispersal. A Lon- 
don ‘reading room’ would be available 
for those unable to consult the full 
company files in Cardiff. 

About 1,000 jobs will be involved in 
the transfer. Questioned by Mr James 
Callaghan (Cardiff South-East, Lab.) 
on the discrepancy between this figure 
and the earlier estimate — also quoted 
in The Accountant — of 500, Mr Baker 
replied that Sir Henry Hardman had 
worked on 1971 establishment figures, 
since when there had been substantial 
recruitment to the Companies Regist- 
ration Office. 

In considering the Hardman recom- 
mendations, the Government had 
thought it right, on grounds both of 
efficiency and of career development, 
to concentrate on a few locations where 
large numbers of civil servants could 
be accommodated, rather than on a 
larger number of small establishments. 

There is no doubt that the decision 
to move the Companies Registry away 
from London will be received with 
great disfavour, if not dismay, by 
those requiring frequent access to the 
public files of company information. 
The limited facilities which a reading 
room is capable of providing will be 
virtually useless for research in depth 
at short notice, which is often called 
for. 


Record Entry Expected 
for Management Game 


NTRY lists opened this week for 

the 1974 National Management 
Game, one of the business world’s 
most popular annual events. In the 
last game a record 820 teams entered, 
a record which is expected to be broken 
for the second year running by the 
time team registrations close on Noy- 
ember 30th. The competition com- 
mences in January 1974, and the 
final will be played ‘live’ in London 
during July. 

In addition to the £500 prize, the 
1974 winners face the prospect of a 
trip to Copenhagen to play in a 
two-day ‘friendly’ game. Possibly a 
greater attraction is the opportunity 
for contestants to put their entire 
range of management skills to the test, 
under the pressure of competition. 

In the game, specific and detailed 
business situations with their attend- 
ant problems, risks and consequences 
are simulated through a computer 
model. Each team is, in effect, a 
company making decisions on the 
employment of its resources, in manu- 
facturing and marketing a product 
over a number of trading periods. 

The National Management Game is 
sponsored jointly by the Financial 
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Australian Exposure Drafts 


SE further exposure drafts have 
been developed jointly by the 
Accounting Standards Committees of 
The Institute of Chartered Account- 
ants in Australia and the Australian 
Society of Accountants, and are pub- 
lished as inserts to this month’s issue 
of The Australian Accountant. 

The first of these is entitled ‘Trans- 
lation of amounts in foreign curren- 
cies’ — a subject on which the ASSC 
in the United Kingdom has yet to 
pronounce, although it is known to 
have had it under consideration. Use 
of historic rates of exchange in trans- 
lating accounts of foreign-based opera- 
tions, the Australian paper argues, 
‘ignores the underlying fact that the 
foreign-based operation is a separate 
business unit, and its transactions are 
carried out in a foreign currency’. 
Thus the proposed standard, in the 
generality of cases, would require 
translation of all balance sheet and 
profit and loss items of a foreign- 
based operation at the current rate 
of exchange, unless this has been 
‘significantly distorted by unusual 
factors of a temporary nature’. 

Foreign currency transactions of an 
Australian company, it is recom- 


-= mended, should be translated at the 


relevant historic rate, or at an ap- 
proximate standard rate; or, in the 


case of a forward exchange contract, 


at the specified contract rate. At 
balancing dates, the amount owing to 
or by an Australian company in 


respect of foreign currency trans- 
actions should be translated at current 
rates — subject again to the proviso in 
respect of temporary distortion. Ex- 
change gains and losses should be 
recognized, according to the exposure 
draft, in the profit and loss account 
for the period; other methods, in- 
cluding operating an exchange fluctua- 
tions reserve, or deferment of gains 
and losses until realization, are re- 
garded either as inconsistent or as 
involving an unacceptable element of 
reserve accounting. 

The second draft, ‘Use of the 
equity method in accounting for 
investments in subsidiaries and as- 
sociated companies’ substantially en- 
dorses the UK view as now enshrined 
in SSAP xı ‘Accounting for the 
results of associated companies’. 

Australia, it will be remembered, 
is a founder-member of the Inter- 
national Accounting Standards Com- 
mittee (The Accountant, July 5th) 
and it may confidently be anticipated 
that the views expressed in these 
drafts will be of considerable interest 
in the UK and elsewhere. Both drafts 
are open for comment until February 
28th, 1974, and comments should be 
addressed to the Secretary, Joint 
Accounting Standards Committees, at 
49 Exhibition Street, Melbourne. 

The contents of these exposure 
drafts do not necessarily reflect the 
views of the General Councils of either 
of the participating bodies. 





Times, International Computers Ltd 
and The Institute of Chartered Ac- 
countants in England and Wales. It is 
open to anyone, in teams of any 
number, and there is no limit to the 
number of teams entering from one 
organization; teams may enter under 
their own names or under a pseudo- 
nym. The entrance fee is {25 per 
team, and entry forms are available 
from the National Management Game 
Administrator, ICL, 93-99 Upper 
Richmond Road, Putney, London 
SW15 2TG (01-788 7272). 

Reigning NMG champions are a 
four-man team from the Norwich 
Union Insurance Group (The Account- 
ant, July 19th). 


North American 
Research on Business 
Decision Models 


wee Society of Industrial Ac- 
countants of Canada and the 
National Association of Accountants 
in the USA have joined forces in a 
research project on business decision 
models. The project is the first such 
co-operative effort between these two 
major accounting organizations. 

The research will be approached 
from both the theoretical and practical 
side. One group of researchers will 
identify the relevant pieces of in- 
formation that theoretically should be 
used in making specific decisions, 
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while other researchers will observe 
the decision makers at work and 
determine which information was ` 
actually used in the decision process. 

At present, theory indicates that 
decisions are made using certain 
information and in a certain logical 
process. It is assumed that decision 
makers use the information supplied 
to them in a logical fashion. 

The question arises as to whether 
such information is as useful to them 
as accountants think it is. Are decision 
makers using other information that 
the accountant should be preparing? 
This research project will attempt to 
answer these questions and it is 
expected that a report will be com- 
pleted sometime in 1974. 


New Officers for 
Middle East Society 


EMBERS of the Middle East 

Society of Associated Account- 
ants have re-elected Mr Fuad S. Saba, 
B.COM., F.C.C.A., of Beirut, as President 
of the Society. Other officers elected 
for 1973-74 are: 


Vice-President: Mr Alexander N. Siman. 
Secretary: Dr Fauzi F. Saba. 
Treasurer: Mr Samir A. Hijazi. 


American Draft on 
Exchange Conversion 


A early end to the present variety 
of methods in use for reporting 
foreign exchange translation is one of 
the aims of the US Financial Account- 
ing Standards Board. Taking into 
account this diversity of practice, the 
continuing realignments of exchange 
rates and the present lack of specific 
disclosure requirements, the Board 
has concluded that ‘more specific dis- 
closure of current practices in foreign 
currency translation is needed by users 
of financial statements’. 

In an exposure draft dated October 
19th, FASB proposes as a minimum 
disclosure requirement a statement of 
accounting policy identifying balance 
sheet items translated at historic rates 
of exchange and those at current rates, 
the rates used to translate income state- 
ment items and the method of dis- 
posal of translation adjustments; and 
the aggregate amounts and classifica- 
tion of (i) translation adjustments 
originating in the period, (ii) trans- ` 
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Inadequate cover can lead to the catching of a severe cold 


An individual’s sensory apparatus tells him quickly 
enough if his cover is inadequate. 

But Corporate bodies have no such mechanisms. 

And it therefore requires considerable skill to 
discern whether or not a company’s insurance is too 
great, too small or just right. 

Ss It is a skill which CIB brokers have mastered to 
a man. 

Call one in, and he will set about gaining a 
thorough understanding of your business. 

He will then be able to tell whether you are 
sufficiently covered in the right places. (He will 
probably also be able to point out places which you 
hadn’t even thought of.) 

Given his experience of insurance and his familiar- 
ity with Lloyds and with the Insurance Companies, he 
can then proceed to provide exactly the protection you 
require, on highly competitive terms. 

He will help you with claims; advise you on new 
developments and modifications arising from them; and 
provide an international service if yours is an inter- 
national operation. 

Send to us for a list of CIB brokers (the address is 
below). Select one and call him in. And your company 
may never need the attentions of a Company Doctor. 

Prevention, after all, is better than cure. 


The Corporation of Insurance Brokers, 
15 St. Helen’s Place, London EC3A 6DS. 
01-588 4387. 
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doesn’t have to go to extremes in the quest for industrial or 
commercial property. Not when it’s so easy to contact an organisation 
which has specialised in such property for nearly 120 years. 

Maybe we have just the site, or the building, you’re looking for. 


And much nearer home. Dal EDWARD RUSHTON SON & KENYON 


Industrial Estate Agents and Auctioneers 

Kings Court, Exchange St Manchester M2 3AX. Tel: 061-834 1814 
2 Duncan Terrace, City Road, London N1 8BZ. 

Tel: 01-278 6951. 
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Henry Butcher & Co 


59/62 HIGH HOLBORN, LONDON WC1V GEG 
Telephone 01-405 8411 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS BD18 3HH 
Telephone Shipley (STD 0274) 57444 
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Then came the cost of roads, telephones, 
postal and other services, which the State 
was obliged to supply. Unless the govern- 
ment had the necessary funds to dispose 
of, it would neglect the infrastructure. If, 
on the other hand, government took too 
much, private investment must suffer; the 
private sector would decline, initiative 
and enterprise would weaken, all to the 
national disadvantage. It was difficult to 
determine the optimum point of balance. 

Switzerland traditionally aimed at a 
modest level in taxation. In the tax field, 
as in sport, Switzerland did not aim at 
gold, silver or bronze medals. It sufficed 
to have money without medals. 


Constitutional protection 


Switzerland was the only country in the 
world where the rates of income tax and 
taxes on transactions were written into 
the constitution and could not be in- 
creased without the direct consent of the 
people and the cantons. There was a 
similar limitation on cantonal taxing 
rights if enough citizens required it. If 
the Swiss were on the whole agreeable to 
the present level of taxes, then un- 
doubtedly the popular restraints on this 
matter have been a salutary factor. 

This same factor explained the present 
financial difficulties of the Government. 
There were arguments as regards the 
financing of growth and on using taxes 
for the purpose of redistribution of 
wealth. But Switzerland was a confedera- 
tion of 25 cantons all possessing sovereign 
fiscal rights, and they were very jealous of 
their rights. . 

M André Gavillet, Counsellor of State 
and head of the Department of Finance 
of the Canton of Vaud, began by empha- 
sizing that political power in Switzerland 
was divided between municipality, canton 
and confederation, and that political power 
could not exist without fiscal sovereignty. 
Hence the jealous way in which each 
fount of sovereignty in Switzerland pro- 
tected its particular rights. There was no 
rationality in the system, but it often 
gave a greater richness to life. Even within 
Switzerland there were extremes of fiscal 
climate. Nevertheless, for over 20 years 
Switzerland had been in search of the 
magic formula, how to harmonize without 
centralizing. 

The Canton of Vaud had shown its 
interest in the solution of fiscal problems 
at an early date, by offering a large 
financial prize in 1860 for an essay on the 
best tax system. The prize had, surpris- 
ingly, been won by a French anarchist, 
who condemned death duties, taxes on 
income or capital, and graduation; he 
also considered that the maximum level 
of taxation should be no more than 10 
per cent of the national income. Even the 
Canton of Vaud had by now taken up, in 
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Dr Paul Gmuer, of Zürich, the newly elected President of the International Fiscal Association, 
is congratulated by Mr Alun G. Davies, of London, who has become senior Vice-President 
of the IFA. 


some measure, all the taxes he had 
condemned! 

Speaking to IFA Council members, 
Dr Gmuer asked whether the Association 
still had a function to perform in a world 
full of fiscal committees. He concluded 
unreservedly that IFA was indispensable, 
because it provided a neutral place where 
persons interested in international taxa- 
tion could meet and exchange views. It 
provided a forum where problems of 
international fiscal law could be discussed 
without government interference, and 
free of all doctrines and. ideologies; it 
was a central place where new ideas and 
tendencies in the field of taxation could 
be registered, co-ordinated and objec- 
tively examined. It also functioned as a 
watchdog, so that tax remained part of 
the rule of law and did not degenerate 
into a football to be kicked around by 
theories of a socio-economic or political 
nature. 


Overseas establishments 


On the subject of taxation of enterprises 
with permanent establishments abroad, 
Dr Max Ludwig said that there were no 
statistics available on the structure of 
enterprises conducting business abroad, 
or on the importance of the branch 
organization vis-a-vis the subsidiary com- 
pany. He thought some research might 
be done into the size of the permanent 
establishment effort as compared with 
subsidiary companies. 

Dr Ludwig explained the reason for 
the development of the concept; it gave 
some certainty to operators regarding 
fiscal matters, he said, and prevented 


time-consuming investigations into 
sporadic cross-frontier activity. 

He thought, nevertheless, that the 
concept might have to be modified to 
meet some of the requirements of the 
developing countries, where there was 
considerable hostility about the possi- 
bility of tax being lost because in the 
modern context a great deal of business 
could be transacted without going as far 
as setting up a permanent establishment. 
He quoted the view of the late Dr 
Mersmann of Germany, that the deter- 
mination of profit of a permanent estab- 
lishment often produces more problems 
in practice than in the case of a subsidiary 
company. In Dr Ludwig’s view, possi- 
bilities of improvement of the position 
could only come by an increase in the 
number of double tax agreements. 

A panel of experts under the chairman- 
ship of Mr Jakob Tamir (Commissioner 
of Taxation, Israel), discussed the ques- 
tion further. This panel consisted of 
Messrs Walter O’Connor (USA), Albert 
Raedler (Germany), Claus Sandels 
(Sweden) and André Bailleux (Belgium). 

Mr ‘Tamir doubted whether tax 
administrations could be expected to live 
with three separate systems of entry into 
a country. i.e., (1) steps short of a 
permanent establishment ;(2) a permanent 
establishment, and (3) a subsidiary. There 
was lack of equality between the systems 
and, in some situations, some were more 
equal than others. 

There was room for manceuvre by the 
taxpayer, and this could be more than 
one permanent establishment in one 
country with transfers between them. 


vst 


What was the correct attribution of profits 
between states? Perhaps the indirect 
method was the ideal one in principle, 
ignoring all accounts produced by the 
enterprise. No government could base 
its assessments on foreign sources which 
were not checkable. In practice, however, 
the direct method might be accepted. 

Whatever method was adopted, it must 
deal with the multiplicity of forms of 
permanent establishment. If one way to 
operate could not be laid down, there must 
be a common tax result. It could start 
with the direct method, but this was not 
perfect, and the result must be pragmatic. 

M Bailleux (Belgium) thought that the 
indirect method was impossible, though 
he agreed that the direct method was not 
perfect. M Herman Prast (Netherlands) 
said that tax was the only reason for the 
choice between the permanent establish- 
ment route and the subsidiary route; why 
not try and harmonize methods of tax 
relief? Mr Philip Sheppy (UK) said that 
insurance did not lend itself to the 
indirect approach or the artificial re- 
hashing of profits by some arbitrary 
method. The indirect approach could 
lead to very strange results internationally, 
and losses were often made in particular 
years in specific territories. 

Mr Paul Farber (USA) referred to the 
allocation of state corporate taxes in the 
USA, where the direct method had been 
totally discredited. The trend had been 
to the indirect method, and today this was 
sanctified by statutory reference to three 
percentage factors—on wages and salaries; 
on real property and tangible personal 
property; and on receipts from sales, 
classified by destination. The three sets 
of percentages were often very near to 
each other. This method avoided inter- 
branch pricing problems, and assessment 
of head office or research allocations. 
There were, however, problems with 
unrelated businesses. Mr Farber pointed 
out that percentages based on the 
indirect method were also used in inter- 
provincial allocations in Canada. 


Uniform treatment 


In its resolution on the first subject, 
Congress recommended uniform treat- 
ment as between permanent establish- 
ments and domestic enterprises; the 
doctrine of non-discrimination should be 
applied, e.g., on roll-over rights. By the 
same token, there should be the same 
taxation requirements for permanent 
establishments as for domestic enter- 
prises. The resolution approved the 
OECD concept of permanent establish- 
ment, and organizations like OECD 
should recommend to what extent perma- 
nent establishments should be able to 
take advantage of double tax agreements 
entered into by countries where the 
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establishments were located. The resolu- 
tion expressed no opinion of either the 
direct or the indirect method, but argued 
that additional provisions should be 
inserted both in international agreements 
and in domestic legislation on the 
question of allocation. 

Methods of allocation should be 
harmonized to avoid double taxation. As 
regards mutual agreement procedures, 
they should be harmonized, and include 
early consultation before imposition of 
tax. In relation to developing countries, 
the resolution reiterated the opinion 
expressed in Stockholm (1967) that the 
generally accepted concept of a perma- 
nent establishment should be adapted to 
the needs of developing countries. 

The second subject was the treatment 
of partnerships and joint enterprises in 
international tax law; the general reporter, 
Dr Alfred Philipp (Austria) noted that 
he was also engaged in the OECD Fiscal 
Committee on the preparation of reports 
on partnerships. Information in the IFA 
reports did not always coincide with the 
information presented to him at OECD 
by governments; there was clearly am- 
biguity in national jurisdiction, and IFA 
and OECD would necessarily arrive at 
different results, even in the factual field. 

Dr Philipp had found that in many 
countries (e.g., Australia, Austria, Bel- 
gium, Denmark, France, Germany and 
Switzerland) partnerships were a very 
significant part of the economic life of the 
country. Problems arose because partner- 
ships were not universally recognized as 
legal entities. A specific solution was 
probably impractical; could an inter- 
national system in any case be imposed on 
a national system? 


Partnership status 


Partnerships were not particularly well 
protected in tax agreements, and he 
inquired whether they should be. There 
were difficulties about the extent of the 
problem in practical terms. and perhaps 
it was theoretical only. He wondered 
how many partnerships, in fact, had 
partners resident in one country, 
organization of the partnership in a second 
country, and trading in a third; it might 
be improper to argue extremes of prac- 
tical cases in order to achieve theoretical 
results. In discussion, members saw no 
great hope of harmonizing partnership 
tax law when corporate tax law was in 
such confusion internationally. The prob- 
lem of the ‘triangle’ in partnership cases 
was the problem of the future for 
partnerships. 
The resolution approved by Congress 
was as follows: 
(1) Where the partnership was treated 
as a taxable unit in one state, in- 
come received from another state 
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should be treated as income received 
by a resident in the first state, and 
express provision should be made in 
tax agreements for this; 

(2) Where the partnership was not 
treated as a taxable unit in one state 
but income from another state was 
taxed on the different partners in 
the first state, protection against 
double taxation should be granted as 
if such income had been received by 
a resident in the first state; and 

(3) Where the tax treatment of profits 
of partnerships in the state where the 
partnership had its main place of 
business was different from the tax 
treatment in the state of residence of 
the partners, the tax treatment of the 
income in the first state should be 
binding on the other state. 


Social events 


During the Congress, participants visited 
the Castle of Chillon and took dinner on 
the boat. A reception was given at the 
Palace of Beaulieu on the first evening, 
and the proceedings concluded with a 
banquet, also at the Palace. 

A concert was given at Lausanne 
Cathedral for participants at which 
Hénegger’s King David was presented by 
the Ensemble Choeur pro Arte de 
Lausanne, conducted by André Charlet. 

In the closing session of the Congress, 
Dr Paul Gmuer was elected President of 
the Association for two years, in succes- 
sion to Baron van Houtte (Belgium), 
President for years 1971~73. In a tribute 
to Baron van Houtte, the senior vice- 
president, Mr Alun G. Davies (UK), 
referred to the fact that he had become 
President just after the new constitution 
had come into effect in 1970. He had 
carried out his tasks very much like King 
Nehemiah rebuilding the walls of 
Jerusalem — with a sword in one hand to 
avoid fissiparous tendencies, and a trowel 
in the other to help build the future of 
the Association. 

Baron van Houtte had already been 
Finance Minister and Prime Minister of 
Belgium before he became President of 
the IFA, but he had stooped to conquer 
the hearts of the members by his 
courtesy and his authority. His previous 
career as Professor of Fiscal Law and his 
work as one of the founding members of 
IFA had revealed his expertise in the 
fiscal field. e 

Baron van Houtte was also presented 
with the Presidential Gold Medal for his 
services in the years 1971-73. 

Future Congress venues for the next 
few years will be Mexico City (September 
23rd-25th, 1974); London (September 
22nd-26th, 1975); Jerusalem (September 
13th-17th, 1976); Vienna (1977); Buenos 
Aires (1978); Lisbon (1979); Paris (1980); 
and Munich (1981). 
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For the Wrong Reason 


VAT Tribunal Decision 


by HUGH MAINPRICE, LL.B. 


A case recently decided by the Leeds VAT Tribunal, it is submitted, may have 
reached the right conclusion by the wrong route. The potential implications 


O: of the hardest jobs in the Civil Service is that of 
Parliamentary Counsel; asked to translate the in- 
tention of politicians and administrators into legal language, 
he is faced with the nearly impossible task of drafting 
statutes that are intelligible and also proof against the person 
who seeks to obtain interpretations which nullify the 
original intention. Nowhere is this fact more apparent 
than in taxing statutes, for these are subject to intense 
scrutiny by accountants and lawyers who weig every 
word and every comma against the meaning expressed by 
the taxing departments. 

This must be so, for otherwise we would be in a situation 
where there was a form of bureaucratic dictatorship. 
Fortunately, in this country, we have judicial bodies to act 
as referee between the subject and the government, and in 
both direct and indirect taxation there are tribunals to 
which the subject has easy and relatively cheap access. 
Since the passing of the Finance Act 1972, over 30 cases 
have been heard by VAT tribunals throughout the country, 
of which about 20 per cent have been decided in favour of 
the appellant and against the Government. One such case 
which was decided recently was the case of Processed 
Vegetable Growers Association v. Commissioners of Customs 
and Excise (The Accountant, October 4th). 


Significant reasoning 


There were two points at issue in this case: first, whether 
the Processed Vegetable Growers Association, a non- 
registered and non-taxable association, could appeal against 
tax invoiced to them in respect of salaries for their own 
staff, paid by an agent and reimbursed by them; and 
secondly, if an appeal did lie, whether the tax was properly 
charged. The tribunal decided both these points in favour 
of the appellant, but in the judgment there are passages 
which are significant in indicating a line of reasoning on 
VAT — reasoning which, in my view, is inconsistent with 
the law, and is fraught with danger for certain classes of 
business. 

The brief facts of the Processed Vegetable Growers 
Association case were as follows. The Association was 
established by the National Farmers’ Union as a specialist 
body for the benefit of vegetable growers whose produce 
is processed. It is an organization to which the provisions 
of section 45 (1) (c) of the Finance Act 1972 applies and, 
since it has not notified the Commissioners that it wishes its 
activities to be regarded as business ones, it is a non-taxable 
person for VAT purposes. 


are embarrassing, and have yet to be realized. 


Because the National Farmers’ Union is a much larger 
organization than the Association, the former is the legal 
employer of certain staff who in fact work full-time for, 
and are under the control of, the Association. This enables 
such staff to take advantage of the NFU’s pension scheme 
and other terms of employment, and the Association re- 
imburses the NFU with all moneys expended on such 
staff by the NFU for the Association’s benefit. Unfor- 
tunately, it is not clear from the judgment whether or not 
there was any service charge made by the NFU to the 
Association, but it appears from what was said that 
the sum paid by the Association to the NFU represented 
an exact reimbursement of actual expenditure. 

After April rst, the NFU, at the behest of Customs and 
Excise, added 10 per cent VAT to their monthly invoices 
re-charging these salaries because, although the NFU is 
also a body to which section 45 (1) (c) applies and has not 
elected to be regarded as being ‘in business’, it is registered 
for certain ancillary activities, such as the sale of farming 
stationery and the provision of canteen facilities for its 
staff. The addition of the 10 per cent VAT was the point at 
issue in the tribunal proceedings. 


Jurisdiction 


On the preliminary point as to whether or not an appeal 
from a non-taxable person could be entertained, the tribunal 
considered that section 40 of the Finance Act 1972, giving 
tribunals jurisdiction to consider VAT appeals, dealt with 
matters which could be the subject of an appeal and not 
with the qualifications required by an appellant; and 
therefore, that the right to appeal was not limited to taxable 
persons. Indeed, in the tribunal’s judgment there is the 
pertinent remark that it is the final consumer of a supply 
of goods or services who bears the tax and who may well 
be the only person who has a commercial interest in 
challenging the validity of the tax charged. 
So far, so good, but a later passage in the judgment is 
open to criticism. What the tribunal there said is as follows: 
‘But, while we consider that a tribunal has jurisdiction to 
hear an appeal under section 40 (1) (c) aforesaid at the in- 
stance of the recipient of a supply, it is a requirement of any 
proceedings before a court or a tribunal that the plaintiff or 
appellant must have a sufficient legal interest in maintaining 
the proceedings. As an example of this we would refer to 
re I. G. Farben-industrie AG Agreement ([1943] 2 All ER 525). 
Thus, on an appeal to a tribunal by the recipient of a supply, 
he would have to show a legal interest sufficient to enable him 
to bring the appeal. 
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‘It may well be the case that a member of the public who 
made a purchase from a retailer and then sought to challenge 

a decision of the Commissioners to the effect that tax was 

chargeable on that purchased supply would not normally be 

able to establish such an interest. In this example the pur- 
chaser would have paid the price or consideration for the 
supply, and it does not necessarily follow that the retailer fixed 
such price to include any specific amount for value added tax. 

‘In such case, unlike the present appeal, there is no duty 
imposed on the retailer to add the tax chargeable or alleged 
to be chargeable to the price. The duty imposed on the 
retailer is to account and pay the tax to the Commissioners 
by reference to the price of each taxable supply, less his 
allowance for input tax. But the retailer could so arrange his 
prices over all his goods for sale so as to recoup the amount of 
his net liability to the Commissioners from the selling prices 
of part only of his goods for sale.’ 

The interesting sentence in this extract from the judg- 
ment is the last one, because it implies that a supply by a 
taxable person could be made ‘exclusive of tax’ so as to 
prevent a non-taxable person from raising an appeal. It 
appears that the tribunal has overlooked the pro- 
vision of section 10 (2) of the Finance Act 1972 which 
_ states that where a supply is for a consideration in money, 
its value shall be taken to be such amount as, with the 
addition of the tax chargeable, is equal to the consideration. 
What this means is that the consideration equals the value 
plus tax. 

It is, of course, true that a supplier does not have to 
increase his prices by ro per cent to take VAT into account. 
However, if he does not do this he is deemed to have 
reduced his prices by one-eleventh so that the price paid 
includes the tax chargeable. Take the case of a supplier of 
goods who has refused or neglected to register for tax or to 
account for it within his own internal accounting system; 
sooner or later, the Customs will demand from him one- 
eleventh of the total value of the supplies he has made. 
(This, of course, assumes that he is by definition a taxable 
person — i.e., one who is registered or liable to be registered.) 

In the circumstances, it would seem that, no matter 
what arrangements the retailer makes to recoup the tax on 
his supplies which he has to pay to the Customs, every 
supply by a taxable person contains a VAT element, and 
so the recipient of such a supply would only have to show 
that the supply had been made to him by a taxable person 
in order to show ‘a legal interest sufficient to enable him to 
bring an appeal’. 


Supply of services 


Having disposed of this preliminary point, the tribunal 
turned to consider the nub of the appeal, which was whether 
or not the reimbursement made by the Association to the 
NFU was subject to VAT. Here Mr Fawcett, representing 
the Association, conceded that under the arrangement 
between the Association and the NFU the latter was 
supplying services for a consideration payable by the 
Association. The tribunal judgment states: ‘In the light of 
the provisions of section 5 (8) of the Finance Act 1972 we 
consider that this concession was rightly made’. 

Section 5 (8) of the Finance Act 1972 states: “Subject 
to the preceding provisions of this section, anything which is 
not a supply of goods but is done for a consideration 
(including, if so done, the granting, assignment or surrender 


ACCOUNTANT 


October 25th, 1973 


of the whole or part of any right) is a supply of services’. 
So the real question is what is the meaning of the word 
‘consideration’ as used in section 5 (8). The definition in 
the Shorter Oxford English Dictionary is ‘something given in 
payment; a reward, remuneration’. However, the diction- 
ary qualifies this by saying that in law it is anything re- 
garded as recompense or equivalent for what one does or 
undertakes for another’s benefit. 

Of course, the term ‘consideration’ has been extensively 
defined in cases under contract law, but I would venture to 
suggest that what is regarded as ‘consideration’ to sustain a 
contract not made under seal is not necessarily the same as 
‘consideration’ in the sense that it is used in section 5 (8). 
In the famous case of Carlill v. Carbolic Smoke Ball Co 
([1893] 1 QB 256) at page 271, Bowen, LJ, defined ‘con- 
sideration’ as ‘Any act of the plaintiff from which the 
defendant derives a benefit or advantage, or any labour, 
detriment, or inconvenience sustained by the plaintiff, 
provided such act is performed or such inconvenience 
suffered by the plaintiff with the consent, either express or 
implied, of the defendant.’ 


Curious situations 


In the circumstances of that case, this was clearly an 
accurate definition. However, to import that definition into 
VAT law would lead to some curious situations. 

Thus, a professional after-dinner speaker is invited to 
speak at the annual dinner of a club of which he is a 
member, and is not paid for that speech. However, he is 
provided with a free dinner and, as his business is making 
after-dinner speeches and as he is undoubtedly influenced 
in his decision to make a ‘free’ speech by the fact that it is 
good for his ‘professional’ reputation, it could well be held 
that he was ‘supplying’ professional services in the 
course of his business. 

That being so, the provisions of section 10 (3) of the 
Finance Act 1972 would apply, and these state that, where 
a consideration does not consist of money, the value of the 
supply shall be taken to be its open market value. The free 
meal being a supply of goods will be the consideration not 
consisting of money and so, in theory, the speaker will 
have to account to the Customs and Excise for one- 
eleventh of the fee which he would normally charge for 
making a similar speech. I need hardly say that this is 
ridiculous. 

I take the view that the word ‘consideration’ in section 
5 (8) imports some benefit or reward to the supplier of the 
service, and that a straight reimbursement of money 
expended on behalf of another person does not carry with it 
any benefit or reward, and so does not constitute ‘con- 
sideration’. 

With all respect to the tribunal and to the Association’s 
representative, I consider that the concession was wrongly 
made and that the Association should have succeeded in its 
appeal on the grounds that, although there was a supply of 
services from the Union to the Association, it was a supply 
for no consideration and, therefore, not taxable. 

In the event, the tribunal decided that the supply was not 
a supply in the course of business, and therefore fell outside 
the scope of VAT altogether. The reasoning behind this 
decision was that the NFU was a body to whom section 
45 (1) (c) of the Finance Act 1972 applied and, since they 
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the difference in the exams. SOA course material 
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had not elected to be regarded as carrying on a business, 
there was no taxable supply. 

Customs and Excise, in their latest Notice (No. 701) 
referring to associations to whom section 45 (1) (c) applies, 
state that an association may be registered in respect of its 
ordinary business activities but remain outside the scope 
of the tax in respect of subscription income. If this state- 
ment is correct in law, then the supply of services — if 
supply there was from the NFU to the Association — must 
have been an activity different from their subscription 
income and should, therefore, have been regarded as a 
supply in the course of business, in the same way as the 
sale of farming stationery or the provision of canteen 
facilities is regarded as a business supply. 

The tribunal based their decision on the case of CIR v. 
Marine Steam Turbine Company Ltd ([1920] 1 KB 193) 
and stated that, in their view, the word ‘business’, as used 
in the Finance Act 1972, connoted an occupation carried on 
as a commercial activity. With this I respectfully agree, but 
it seems to me that it reinforces my argument about the 
- meaning of ‘consideration’ in section 5 (8). 

In the final result, therefore, I suggest that the decision 
to allow the appeal was correct, but that the same cannot be 
said for the reasons given for the decision. 


COMPANY LAW AMENDMENT 


ACCOUNTANT 


537 


It might be thought that this tribunal decision is of limited 
practical application to accountants; however, the principle 
involved is one which could have a much more general 
effect than at first appears. There are many instances where 
one company pays salaries, National Health contributions, 
and pension fund contributions on behalf of another 
company and is reimbursed for so doing. 


Clarification needed 
Of course, if there is a service fee for this operation, then 
VAT will be chargeable on such service fee, but where 
there is a straigùt reimbursement situation it could well be 
that the whole operation is outside the scope of VAT. 
If the company making the payment and the company 
making the reimbursement are both taxable persons, it 
matters not whether VAT is or is not charged. However, 
where one company is taxable and one exempt, as was the 
case with the NFU and the Association, problems arise. 
It seems to me that this area should be clarified at the 
earliest possible moment. If it is not, financial losses could 
occur, due either to the payment of tax which is not 
chargeable or to the non-recovery of tax which is chargeable 
and which will eventually have to be accounted for to 
Customs and Excise. 


Directors, Minorities and Others 


` Eë Companies Act 1948, section 188, empowers the 
Court to disqualify from being a director, or taking part 
in the management, of any company for a period not 
exceeding five years, a person who has been convicted on 
indictment of any offence in connection with the pro- 
motion, formation or management of a company. ‘The 
Court may also, when winding up a company, similarly 
disqualify a person who appears to the Court to have been 
guilty of an offence relating to carrying on the company’s 
business for a fraudulent purpose, or to have committed 
fraud as an officer of the company. 

The period of disqualification must run concurrently 
with any period of imprisonment imposed on the director; 
thus a director incarcerated for a period of five years or 
more is necessarily free from any prohibition whatsoever 
by the date of his release! Indeed, it is extremely difficult 
to see why the Court’s power to order disqualification 
should be limited to a five-year period, and why it should 
not be invested with a discretion to disqualify for such 
period as seems appropriate in the light of the fraud 
already established. As regards the duration of the dis- 
qualification, the Jenkins Committee contented themselves 
with recommending that the period should run for not 
Previous articles in this series appeared in The Accountant of October 


4th and 18th. 


by LS STEPHENSON, M.A., LL.B. 


more than five years from the end of any period of imprison- 
ment, and the current White Paper proposes to adopt this. 

The committee, however, thought that the circum- 
stances in which the Court could order disqualification 
were altogether too restrictive; these should be extended 
to enable the Court to disqualify persons who have been 
convicted of any offence involving fraud or dishonesty 
whether in connection with a company or not, or who 
have been persistently in default in complying with the 
provisions of the Companies Acts, or who are shown to 
have acted recklessly or incompetently in relation to the 
affairs of any companies of which they are or have been 
directors or otherwise concerned in the management. The 
White Paper states the Government’s intention to give 
effect to these recommendations, barring the proposal 
that the Court should be able to disqualify a director who 
has been shown to be incompetent. 

The Jenkins Committee recognized that ‘It may be 
difficult to decide in any particular case whether a company 
director has acted so recklessly or incompetently that he 
should no longer be allowed to remain a director. But in 
serious cases where, for example, a man has succeeded in 
steering a series of companies into insolvency, we think 
that the Court should be able to put a stop to his activities.’ 
The White Paper states that incompetence is not a matter 
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which can be easily defined in law or readily determined 
by a Court, and that to allow for disqualification solely 
on grounds of incompetence ‘would go unwisely far’. This 
may be doubted; there seems no insuperable difficulty in 
arriving at a concept of incompetence, and indeed the 
question whether a director has been negligent, which the 
Courts are from time to time at present required to deter- 
mine, necessarily involves an assessment of his competence. 

It is hardly likely that the Court, if entrusted with the 
power to disqualify for incompetence, would use it other 
than in the clearest cases, and it can be argued with at least 
as much cogency that to allow a proven incompetent to 
press on with the management of further companies goes 
‘unwisely far’. Indeed, it could well be asserted that the 
lack of sanctions against inefficient management is one of 
the crying evils of English company law today. 


Oppression of minorities 

A new provision designed to strengthen the position of 
minority shareholders was inserted in the Companies Act 
1948, on the recommendation of the Cohen Committee. 
This is section 210, which provides that any member who 
complains that the affairs of the company are being con- 
ducted in a manner oppressive to some of the members, 
including himself, may petition the Court. If the Court is 
of opinion that this is proven, and that to wind up the 
company would unfairly prejudice the members oppressed, 
but that otherwise the facts would justify winding up the 
company on the ‘just and equitable’ ground, the Court 


may make such order as it thinks fit with a view to halting 


the oppression. 

The Jenkins Committee reported that the section did 
not appear to have produced the results expected of it, 
for several reasons. The need to prove that the facts justify 
winding up the company imposes a difficult burden, and 
there seems no logical reason why this should have to be 
proved before redress can be sought for a case of oppres- 
sion. Secondly, the words of the section indicate that a 
sustained course of oppressive conduct must be shown, so 
that no relief can be sought under the section for a single 
isolated act of oppression, however heinous. Thirdly, the 
meaning of the word ‘oppressive’ is somewhat uncertain; 
the leading cases (Scottish Co-operative Wholesale Society 
Ltd v. Meyer ([1959] AC 324) and Re H. R. Harmer Ltd 
([1959] 1 WLR 62)) adopt the dictionary definition of 
‘burdensome, harsh and wrongful’, but this leaves in 
doubt the degree of culpability which is requisite to satisfy 
the element of ‘wrongfulness’. The Jenkins Committee 
recommended removal of the need to prove that the facts 
would justify an order to liquidate the company, and also 
of the requirement that a sustained course of oppressive 
conduct must be proved; further, they recommended 
legislation making it clear that section 210 is available 
where the affairs of the company are being conducted in a 
manner unfairly prejudicial to the interests of some part 
of the members, and not solely where ‘oppression’ can be 
shown. 

Further, the Court should be empowered to restrain the 
commission of any act which would suffice to support a 
section 210 petition, and the section should be extended 
to give the Court an express power to authorize, where it 
thinks fit, the bringing of proceedings in the name of the 
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company against a third party on such terms as it may 
direct. This last provision was recommended in view of the 
current restrictive operation of the rule in Foss v. Harbottle 
((1843) 2 Hare 461) whereby in general the minority 
shareholders in the company cannot sue to redress an 
alleged wrong done to the company unless they can 
establish fraud. The meaning of ‘fraud’ in this context is 
decidedly vague, and the undoubted effect of the rule is 
to debar actions by minority shareholders against the 
directors for alleged negligence, waste of company assets 
falling short of fraudulent misuse, and the like. 

The current White Paper, very commendably, proposes 
legislation to give effect to the recommendations of the 
Jenkins Committee concerning section 210, albeit with 
‘some modifications in detail’; the precise nature of these 
modifications must be awaited. As proposed by the 
committee, the availability of section 210 procedure is to 
be extended to persons to whom shares have been trans- 
mitted by operation of law on the death of the shareholder 
and who are in a state of limbo awaiting registration. 
Moreover, the directors are to be obliged, should they 
refuse to register such persons, to serve on the. applicant 
within 28 days of application a written statement setting 
out the reasons why it is not in the interests of the company 
that the applicant should be registered as a member. If the 
applicant considers that these reasons are open to challenge, 
he will be empowered to seek to persuade the Court to 
rectify the register in his favour. 


General issues 


The White Paper concludes by flying a number of fairly 
well-known kites, but little that is new is said concerning 
these. Brief mention is made of European proposals for 
the harmonization of company law. The duty of a company 
towards its employees is to be the subject of a separate 
Green Paper to be issued later*this year. There is a 
very brief discussion — it extends to two paragraphs — of 
the merits of supervisory boards and non-executive 
directors. 

The White Paper gives a valuable psychological prod to 
the increasingly powerful — and largely inert — institutional 
shareholders; as the private investor, subdued by taxes and 
—now that his money has been obtained — increasingly 
regarded as irrelevant and belaboured from all sides, 
continues his steady decline, institutional and group 
shareholding must be in the ascendant. As such bodies 
own sizeable stakes and their shareholdings are not frag- 
mented and dispersed as with the private investor, a few 
leading institutions could easily combine to bring sub- 
stantial pressure to bear regarding misconduct or sloth on 
the part of the management of the companies in which they 
hold stakes. 

So far as can be discerned, instances of intervention of 
this kind appear to have been extremely rare. If report be 
true, the Governor of the Bank of England initially en- 
countered a considerable lack of enthusiasm when he 
attempted to persuade the institutions to take a more 
active role, but gained ground by perseverance; the White 
Paper rightly pays tribute to the Governor for having 
‘recently had welcome success in persuading the major 
institutional investors to accept the logic of their situation, 
and the responsibilities which unavoidably go with it’. 


October 25th, 1973 
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Manager Involvement and Control 


by M. G. WRIGHT, B.COM., F.C.C.A., F.C.I.S. 


A characteristic of changes in management philosophy in the last decade or so 
has been a retreat from the autocratic practices of the past to what could be 
termed ‘participative methods’, involving all levels of management in 


decision-taking and responsibility for results. 


Decentralization, setting profitability goals for lower levels of management, 

the limitation of top management's direct control of affairs, are signs of this 
process. Yet top management still has the role of setting the long-term 
corporate goals and ensuring that the semi-autonomous parts of the organization 
work towards those common goals and do not pursue independent courses of 


DE FERENT companies adopt different methods of 
ensuring that day-to-day operations are reconciled 
with the requirements of their long-term goals. Norcros 
Ltd, for instance, has recently set out its detailed approach 
to the human resources that it employs including the 
relationships between central and divisional management — 
its ‘hidden assets’. Little is known of other companies’ 
approach to the problems, although most are likely to 
centre around some type of management control system 
which requires the establishment of operating targets, 
measures the performance against those targets, and 
initiates control decisions. 
Whichever system the company adopts, its effectiveness 
should be tested against the following criteria: 
(a) Does it effectively reconcile individual manager goals with 
the short- and long-term corporate goals? 
(b) Are the performance standards included in the manager’s 
goals fair? 
(c) Will the system work towards optimizing results rather 
than keeping strictly to planned results? 
(d) Will it work effectively to motivate managers? and 
(e) Will it provide early warning of trends that require 
corrective action whether at divisional or corporate level? 


Corporate and individual goals 


Managers will tend to express their own personality, and to 
identify in their work their own personal goals, such as 
continuity of employment or seeking power within the 
organization. If left to their own devices they will, therefore, 
tend to plan the activities that they control in a way that 
achieves those goals. The function of top management 
must, as a consequence, be to set up a framework within 
which those goals are brought into harmony with the 
corporate goals without at the same time making them 
impossible of achievement. If the latter happens, then the 
company will have a dissatisfied group of managers with 
consequential effects upon long-term profitability. 

The corporate goal itself will usually be framed in terms 
of profitability targets, supported by a range of functional 
and product policies, and in turn by a hierarchy of sub- 
goals applicable to different managers. The achievement 


action which might inhibit their achievement. 


of the corporate goal will, therefore, be dependent upon 
the achievement of minimum standards of performance in 
each management responsibility centre. 

Standards themselves should be established by mutual 
consent between top management and lower levels of 
management, and be specifically geared to the requirements 
of the long-term goals and the harmonization of con- 
flicting goals. It must be recognized that an organization 
which is trying to achieve mutually exclusive goals simultan- 
eously is likely to be unsuccessful in the process, resulting 
in an unstable organization. 

The long-term planning process will itself have estab- 
lished the framework for short-term planning such as that 
contained in the annual budgets. These must be drawn up 
with due regard to the requirements of the long-term plan 
while making allowances for short-term fluctuations. If 
major internal or external factors are seen to be distorting 
the business away from that long-term plan, then the 
latter should be examined to see whether it requires 
revision in the light of such influences. 

The short-term plan is based upon detailed budgets for 
each management responsibility centre. Usually prepared 
on an annual basis, they are arrived at through a process of 
planning and co-ordinating the activities over that period. 
The outcome of these detailed budgets are then tested in 
terms of the corporate outcome for the year. Top manage- 
ment’s function is to see that individual manager per- 
formance meets the requirements of the detailed plan and 
ensure that adjustments are made where deviations from 
the plan indicate that they are required. 


Performance standards 


If the motivational requirements of the control system are 
to operate effectively, then it is essential that the standards 
set are not only fair but seen to be fair. This is why it was 
emphasized earlier that the standards should be set by 
mutual consent and not be imposed. 

In a complex organization, there will be problems in 
setting standards and in measuring performance. The 
overall corporate profit standard used in the budget may 
well be based upon what is desired by top management 
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rather than what is reasonable manager performance 
given the economic climate for the period. Where the 
industry is passing through a recession this may be more 
than is humanly achievable; when the economy is booming 
it may be capable of achievement with little managerial 
effort. In neither case is it establishing a reasonable yard- 
stick for measuring performance. 

The forecasts upon which the plans are based themselves 
provide difficulties in measurement. Many assumptions 
have to be made about national and industry economic 
conditions which may or may not prove to be reasonable. If 
the assumptions are far removed from the facts, then the 
detailed operating requirements for each management 
responsibility centre will have been made on false premises. 
Manager performance will then depend, or be seen to 
depend, upon ability to forecast correctly rather than 
ability to manage. 

The broader the area of individual manager control, the 
more difficult will it be to set standards. The manager who 
is responsible for all aspects of a product-based division is 
responsible for many more variables than is the foreman of 
a production line. The former is involved in decisions in all 
functional areas in setting the plans and carrying them out 
during the year, and is more concerned with optimizing 
profitability rather than merely striving to achieve stated 
targets; whereas the latter is responsible for a strictly 
limited range of activities. 

There is also a greater temptation to top management to 
interfere in the decision-taking processes of the divisional 
manager and less with those of the foreman. Because the 
former’s decisions may substantially influence the firm’s 
overall performance, his results will be looked at much 
more closely and, unless top management is skilled in 
delegation of responsibility, there will be an almost ir- 
resistable urge to take decisions over the manager’s head, 
thus removing effective control from his hands. 


Optimizing results 

The fact that their performance will tend to be measured 
in short-term rather than long-term results may lead 
managers to make decisions based upon maximizing short- 
term profits to the detriment of long-term profitability. 
The more that they see reward and promotion prospects 
conditioned by the feedback of performance against 
annual budgets, the more they will concentrate upon 
decisions which will bring immediate increments in profits 
rather than making the long-term strategic decisions needed 
for the achievement of corporate long-term goals. Sub- 
marginal performance in areas where the effects of decisions 
will take a number of years to influence profit will not be 
revealed in the conventional budget report, and some 
system of monitoring progress towards the long-term 
goals must be instituted if these critical decision areas are to 
receive adequate attention. 

It is just as bad to have the targets for a manager set 
too low as to set them too high. If, for example, sales are 
set at an unrealistically low value, management may well 
decide that some of the funds that could be used to support 
a higher level of sales will be committed to use elsewhere 
in the business. When the realistic level of sales is actually 
achieved, the company will then have to make short-term 
decisions about acquiring the additional resources that it 
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now needs at what may be unfavourable rates — added to 
which, there may be a diminution in the amount of effort 
actually expended on winning the available sales. 

The last illustration brings out another requirement for 
the control system; it must be flexible enough for the 
manager to make maximizing decisions rather than conform 
to the norm established in the budget. If opportunities 
arise over and above those provided for in the budget, then 
he should be free to exploit those opportunities and not be 
put in a strait-jacket — subject of course to decisions being 
made in other management responsibility areas to ac- 
commodate the consequences of that maximizing policy, 
e.g., the provision of additional finance. 


Motivation 


The process of goal-setting implicit in budgeting is closely 
related to other aspects of the management system, such as 
management by objectives. Clearly there must be harmony 
between budget goals and those established for any MBO 
system. Since the use of yardsticks implies that results 
can be measured and compared with those yardsticks, it 
should be possible to reward good performance and 
penalize bad performance. This will only be effective, 
however, if the comparison of the two is an efficient 
index of performance. 

If it fails as an efficient measure, then the motivational 
aspects will be negative. The principal problems in en- 
suring fairness in assessing performance are: 

(a) to ensure that the yardsticks of performance are realistic 

assessments of what should be achieved; 

(b) to prevent deliberate downgrading of budget values by 
managers to make their task easier, and upgrading by top 
management which makes them unachievable; and 

(c) to build in some system of allowing for the unseen factors, 
e.g., unexpected changes in government fiscal policy. 


Even where the performance standards have been 
realistically set, economic changes may take place which 
can result in exceptionally hard work by the manager 
giving a performance below budget, or little effort giving 
better than budget results. If motivation of managers is to 
be secured it must be the actual effort and skill of the 
manager that is rewarded, and not the outcome of for- 
tuitous events. 


Adverse trends 


If top management is to be encouraged effectively to 
devolve responsibility to lower'levels of managers, then it 
must ensure that there is adequate early warning of adverse 
trends. The fear which limits top management’s willingness 
to disseminate responsibility more widely is that adverse 
trends may severely harm corporate profitability before 
they are made aware of them; therefore they tend to keep 
a tight control over information feedback. 

While the budgetary control system may provide much 
of the reporting that is needed for monitoring short-term 
performance, it will not be of much help in monitoring the 
effects of long-term decisions. Yet these can have a much 
greater impact upon future profitability. Some system or 
systems must, therefore, be established to monitor the 
effects of long-term decision taking. 

One example already applies in a number of companies, 
that is, capital investment decisions. These are included in a 
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capital budget; they are appraised in profitability and risk 
terms in some form of capital appraisal; and when the 
project is working there is a periodic post-audit of per- 
formance for comparison against the values used in the 
appraisal stage. 

The influence upon the management process and man- 
agerial performance of the planning and control systems 
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should be clearly appreciated when establishing the 
organizational structure. The devolution of responsibility 
and control brings greater problems of reconciling cor- 
porate and individual objectives, and requires a fair 
method of measuring manager performance if it is to 
achieve its aims of greater manager participation and 
involvement in achieving the corporate long-term goals. 


Advertising Fever 


CONTRIBUTED 


Advertising, for long a taboo subject in the accountancy profession, has 
become a major issue of the moment. Indeed, what with the Monopolies 
Commission and the rejection by the English Institute’s Council of a 
resolution by its own Ethics Committee, traditional professional reticence 


Fe’ many years, The Accountant carried on its front 
cover an announcement by The Institute of Chartered 
Accountants in England and Wales, stating in bold capitals 
that ‘Members of the Institute are not allowed to advertise 
or circularise for business’. This has been, and indeed still 
is, a distinguishing feature of all the major professions. 
There is a strong case for arguing that tradition should not 
be discarded without adequate justification. 

Published reports on the views of the Institute’s Ethics 
Committee — prior to this month’s decisive vote of the 
Council — suggested that they were taking the opposite view, 
and advancing the proposition that all accumulated wisdom 
should be set aside unless it could be shown that a particular 
restriction was in the public interest. If this has been a 
guiding principle, it is a dangerous one on both practical 
and philosophical grounds. Manifestly an established pro- 
fession cannot make a new start at some arbitrarily chosen 
point in time, but can only build on what has gone before. 

Changes should follow a rigorous examination of the 
current rules, to establish whether they can be justified in 
present conditions. Starting from scratch is an easy option 
which avoids the need on the part of its advocates for too 
much homework; but it is likely to create more problems 
than it solves. 


Informative advertising 


There is no indication in the published views of the Ethics 
Committee, or in the papers which were made available for 
discussion at Cambridge this year, that the practical 
implications of permitting ‘informative advertising in the 
public interest’ have been thought through, or even con- 
sidered. The innocuous words ‘informative advertising’ 
merit further consideration. 

The first significant point is that the debate is about 
whether the current trend should be continued and, if so, 
what the speed of advance should be. ‘There has never, 


seems to have been replaced by over-exposure. 


in fact, been an absolute ban on advertising. It has always 
been permissible to put up a brass plate outside the office; 
what is this but an informative advertisement? 

Advertisements for staff have long been allowed in the 
professional and general press. Keen students of the subject 
may wonder, as they enjoy the pictures of exotic flora and 
fauna in distant places, how the line is drawn between 
advertising for staff and promoting the firm’s image. The 
English Institute’s rules allow advertising in directories 
and similar publications; publicity for appointments of 
local or national interest; advertisements for building 
society agencies; and a wide variety of announcements 
about partnership changes and changes of name. Indeed, 
by carefully judged admissions to partnership, retirements 
and other changes, it would be possible for a large firm 
to insert advertisements in The Accountant at least every 
other week, and still stay within the present rules! 


Practical difficulties 


In the light of all this, the ‘informative advertising’ ad- 
vocates might reasonably have expected the reaction ‘So 
what’s new? What was new, of course, was the suggestion 
(The Accountant, October 4th) that ‘a statement of services 
provided by a firm’ should be permitted in newspapers — 
and it is here that the practical difficulties begin to arise. 
How is the consumer to be sure that a claim to a particular 
expertise is justified; that a firm including among its list 
of services ‘Double taxation relief — Trinidad and ‘Tobago’, 
really does possess the required knowledge? And how will 
the reputation of the profession be enhanced if ‘Joe Soap 
& Co’ decides to have a go at liquidation work, and makes 
a hash of it? 

The English, Scottish and Irish Chartered Institutes 
apparently take some pains to ensure that firms 
on the Management Consultancy Register possess the 
necessary skill and experience. The preamble to the 1971—72 
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Register reads: ‘Approval has been given on the basis that, 
prima facie, the firms or companies had the staff and 
experience to carry out the services offered when applica- 
tion for approval was made.’ Arguably a claim to be a tax 
planner, a liquidator or a specialist in farm accounts should 
be no less stringently tested, and it would be unwise, even 
reckless, not to guard against the natural human tendency 
to overstate professional virtues. There must be some kind 
of evaluation before a claim to a special skill can be allowed, 
whether by examination, by interview or even by reference 
to clients. 

In fact, it is difficult to see in what respects advertising by 
individual firms would be superior or more informative 
than collective advertising by the professional bodies 
through their district society organization. A ‘register’ of all 
local firms could be prepared and a list published in local 
newspapers, with a general statement of the services pro- 
vided by accountants. Hard-worked district society secre- 
taries could no doubt glean useful headings from the 
old publication See a Chartered Accountant. 


Illogical distinctions 


Other aspects of ‘informative advertising’ need careful 
consideration. There has been no indication from the Ethics 
Committee that the implications of allowing advertising 
in the press had been considered in relation to the rest of 
the established code of ethics. For example, it would surely 
be illogical to allow an accountant to announce in a local 
newspaper that he could provide audit, tax and management 
consultancy services, but to retain the prohibition on 
specialist descriptions in letter headings. It would be 
illogical to allow the advertising of services, but to forbid 
soliciting by issuing a circular; it would be illogical to list 
services under the name of the firm, but to continue to 
suppress the firm’s name in letters and articles in the same 
newspaper. 

So much for ‘informative advertising’. What about ‘the 
public interest’? To what extent has this remarkably 
nebulous concept been defined? We are all part of the 
‘public’ — accountants, clients, commentators, newspapers 
and even public relations consultants. There is no doubt, 
at least, that advertising would be in the interests of the 
latter categories and it is not surprising that they have been 
vociferous in support. 

If by ‘public’ is meant ‘prospective clients’, which is the 
only reasonable interpretation, then it must be recognized 
that wider dissemination of information about where 
services can be obtained is indeed in the ‘public interest’ and 
is seriously overdue. It is extraordinarily and unnecessarily 
difficult for an uninformed ordinary member of the public 
to get professional advice; and it is this collective hiding of 
lights under a bushel which almost certainly influenced the 
Monopolies Commission’s findings, and underlies such 
pressure as there has been from public sources for the re- 
moval of advertising restrictions. 


No advantage 


It is difficult to accept, however, that the public would be 
any better informed if every firm of accountants indulged in 
‘factual card advertising’ in newspapers or even, for that 
matter, if they featured on hoardings at Paddington Station. 
The net result would be that all the advertising would cancel 
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out, leaving the press and the public relations advisers (some 
of whom, no doubt, are already laughing as they contem- 
plate their journey to the bank) as the sole beneficiaries. 
The conclusion to which this naturally leads is that the 
important tasks of educating and informing the public 
should be undertaken by the professional bodies and by a 
greatly strengthened district societies organization. 

In spite of the quoted views of the member who thought 
that only the unqualified benefited from the present ban on 
advertisements (The Accountant, October 4th), it has been 
claimed on behalf of the Council that there is little evidence 
that the majority of practising members of the profession 
are in favour of advertising. It must be extremely doubtful 
whether they would benefit from an advertising free-for-all. 

The economics of the situation are very simple; the more 
that is spent on advertising, the greater the benefit. Ortho- 
dox economic theory, which is not always to be despised, 
suggests there would be a substantial increase in larger 
units at the expense of the smaller; the bigger firm with the 
longer purse will always score over the smaller firm. Oddly 
enough, this could create the semi-monopoly situation 
which advertising is supposed to prevent. 


Overseas experience 


While the accountancy profession is unique in that it 
operates in a more commercial atmosphere than, for 
example, the law or medicine, it would be foolish to discard 
the ban on advertising without at least a careful comparative 
study of the views of other professions, and indeed of 
important accountancy bodies overseas. Does the American 
Institute of Certified Public Accountants, for example, 
permit advertising in the sense proposed by the English 
Institute’s Ethics Committee and, if not, why not? If 
advertising is not allowed in the home of free competition, 
the arguments against it must be persuasive. 

Canadian accountants who are permitted to insert 
business cards in the press are said to rue the day when this 
liberal reform was introduced. Whether the Canadian 
public is better informed as a result would be an interesting 
piece of research which might commend itself to the 
Monopolies Commission. 

After this dissertation on practicalities, we should perhaps 
consider the problem briefly at the philosophical level. The 
traditional justification of advertising is that competition 
necessarily operates for the public good and, so far as the 
professions are concerned, that the economic principles 
governing the supply of services can be equated to those 
governing the supply of goods. 

Neither premise is undisputed; not all economists agree 
that competition is an unmixed blessing, and few societies 
in fact operate on this basis nowadays. More important 
from the professional point of view is the fact that profes- 
sional services cannot validly be equated with goods. 
‘The question which should be asked is whether the opera- 
tion of free market forces is likely to increase the confidence 
of the public in accountants, to enhance the esteem and re- 
spect in which they are undoubtedly held; or whether it is 
likely to have the reverse effect. 

It may be too extreme a view to suggest an inverse corre- 
lation between the amount of advertising and the amount of 
public esteem — but it is a point which the advocates of 
‘informative advertising’ would do well to consider. 
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A Look at Jobbers’ Accounts 


AVING in the September 15th issue 

of The Accountant reprinted and 
commented upon the accounts of Sandel- 
son & Co, which may be one of the first, if 
not the first, London stockbroking cor- 
poration to apply for a quotation for its 
own shares, it is only fair that ‘Finance 
and Commerce’ should take the earliest 
opportunity of reprinting the accounts of 
the first Stock Exchange corporation to 
go public and have its own shares quoted 
on the market. This is Smith Bros Ltd, 
who are jobbers and most substantial 
jobbers at that. 

Technically, Smith Bros is a ‘limited 
corporate member of The Stock Ex- 
change’, but as jobbers Smith Bros do not 
deal with the general public. Jobbers 
were unique to the London Stock Ex- 
change, but jobbing has been developed 
in some provincial centres as the result 
of the UK-Ireland unification of former 
regional Stock Exchanges. 

Other stock-markets which apparently 
function without a jobbing system do not 
in fact do so since in other centres there 
are specialist broking houses which 
effectively combine jobbing and broking 
functions. In the UK system the roles 
are separate and dual function is barred. 


Two prices 


A jobber is a wholesaler of a kind. He 
‘makes his book’ in a share according to 
supply and demand for that share and 
according to his knowledge and reading 
of factors affecting that share. To the 
broker acting for the public the jobber 
will quote two prices—at the lower of 
which he is prepared to buy and the higher 
at which he is prepared to sell shares. In 
a perfect world he will quote, say, 
300p-310p for a share and buy 10,000 
shares, and then immediately quote the 
same price and sell 10,000 shares. 

The difference is known as ‘the jobber’s 
turn’ and jobbers only wish they got it. 
Bargains do not balance and the price has 
to be moved in accordance with business 
offered and done and with the business 
offered and done by competitive jobbers. 
The jobber has to carry a position in the 
shares, and to carry a position at financial 
cost — particularly under present condi- 
tions of high interest charges on borrowed 
working capital. 

Smith Bros operate in substantial sec- 





Mr Sidney Davis (/eft) and Mr Henry Marks, 
Joint Chairmen of Smith Bros Ltd 


tors of the stock-market — industrials, 
mines, oils—but as even stockbrokers 
admit at times, jobbers are human and 
Smith Bros were human enough to con- 
sider that opening a department of the 
firm to deal in the gilt-edged market 
would round off the firm’s coverage. 
Unfortunately (that most overworked 
word) this development was not exactly a 
brilliant success, more particularly since 
Smith Bros went into gilts as the market 
began to fall as the result of steeply 
rising interest rates. 

Jobbing on a falling market is difficult 
at any time. Jobbing for the first time in a 
falling market can be disastrous, and it 
says something for the strength of Smith 
Bros that the company was able to with- 
stand the losses shown under ‘Extraordin- 
ary Items’ in the profit and loss account. 
The cost of experience of the gilt-edged 
market proved too high and Smith Bros 
withdrew in July 1972 after a six months’ 
battering. 


Turnover 


Smith Bros went public on June 14th last. 
The company’s 1,500,000 £1 ordinary 
shares were split to 6,000,000 shares of 
25p, reserves of £375,000 were capitalized 
and 1,500,000 shares issued on a ‘I for A 
capitalization issue basis, and merchant 
bankers S. G. Warburg & Co subscribed 
1,000,000 shares. With the issued capital 
then in 8,500,000 shares, 2,125,000 were 
offered for sale at 60p a share. 


Under the rules and regulations of the 
Stock Exchange no single shareholder 
may own more than 1o per cent of the 
company’s share capital. Directors’ hold- 
ings vary between 120,000 and 349,754, 
the joint chairmen-— Mr Sidney Davis 
and Mr Henry Marks each holding 
322,836 shares. 

A feature of any jobbing business is the 
size of the turnover. The notes to the 
accounts show turnover at £2,164°1 
million on the basis of the aggregate value 
of sold bargains. At that point it may be 
noted from the directors’ report that the 
average number of employees including 
directors during the year under review 
was 162, and aggregate remuneration 
was £771,979. 

The year’s profits of £1,215,436 before 
tax and extraordinary items comfortably 
exceeded the estimate of a minimum 
£1,100,000 made at the time of the offer 
for sale, although it may be noted that 
the estimate was made with the financial 
year completed. 


Confidence in expertise 


It will be seen under Accounting Policies 
why the accounts are made up to May 
11th. The Stock Exchange, of course, 
works on a system of ‘Accounts’ — usually 
fortnightly. An account running from a 
Monday to the following Friday week will 
not, however, be settled (that is payments 
made and received for stock bought or 
sold) for another two weeks. Settlement 
of an account is an elaborate and intricate 
financial balancing business — Account 
Day itself being only part of it. 

Forecasting of profits is virtually im- 
possible in a stock-market business, 
particularly in a jobbing firm where every- 
thing hinges on turnover. The joint chair- 
men comment that trading conditions 
so far this year have not been good. Stock 
Exchange activity has been low, except in 
mining markets, and although Smith 
Bros have benefited from the additional 
capital provided by the offer for sale, 
interest charges have been exceptionally 
high. In the year under review bank 
interest alone cost £425,520. 

But the firm’s dealing profits have 
apparently almost kept up to last year’s 
levels, before deducting gilt-edged dealing 
losses, and there is naturally confidence 
that wide market coverage and expertise 
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in dealing will enable full advantage to 
be taken of any upturn in activity. 

It will be noted that, unlike stock- 
brokers, jobbers such as Smith Bros 
depend entirely on the Stock Exchange 
for their business. A jobbing firm is a 
one-product concern. 


Challenge Corporation 


UST short of a year ago ‘Finance and 

Commerce’ commented on the report 
and accounts of NMA Wright Stephenson, 
a then recent merger of two basically 
‘stock and station’ groups in New 
Zealand which in the fullness of time had 
developed interests well outside their 
original spheres. 

One of the problems of the merger was 
to find a new name for the holding com- 
pany and in the colourful 1973 report, 
recently to hand, the solution to the 
problem is reported in the decision to 
change to Challenge Corporation, which 
is a good strong name. The merger, Mr 
J. M. Ritchie, the chairman, tells share- 
holders ‘has been a success and further 
benefits from it will be reflected in future 
years’. 

One immediate improvement is that 
the return on shareholders’ funds has 
improved from ọ to 15 per cent, with the 
stock and station activities naturally 
benefiting from very high prices for live- 
stock, wool and meat. 

Of total turnover of $623-7 million, 
commission represented 66:42 per cent. 
Commission accounted for 22°95 per cent 
of group gross income of $5468 million, 
the biggest contributor to income being 
‘Trading’ with 36-46 per cent as the 
result of providing 24:04 per cent or 
$149-91 million of sales. 

Challenge Corporation’s report and 
accounts, one would imagine, will pre- 
sent no mean challenge to other New 


` Zealand corporations for good share- 


holder reporting. 


Qualification for Monument 
Securities 


O doubt with some fellow feeling 
on the subject, Mr C. J. Armstrong, 
F.C.A., chairman of Monument Securities, 
has to refer in his statement with the 
accounts to the qualification of the 
auditors’ report to the extent that ‘part 


of the records of a subsidiary company 


were destroyed by fire at the end of the 
year’ with the result that the auditors 
‘were therefore unable to verify stock 
which is included in the consolidated 
balance sheet to the extent of £92,000’. 
The total group stock figure is £808,242. 

Tansley Witt are the auditors and 
Alltrades Distributors (toy importers) 


arro 
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was the subsidiary company involved. The 
fire occurred at the end of the financial 
year and Mr Armstrong says that it 
destroyed the warehouse part of the stock, 
which was covered by insurance, and most 
of the accounting records. The directors, 
he adds, ‘are satisfied that this calculated 
stock figure is materially correct’. 
Alltrades is one of five main Monument 
Securities’ subsidiaries, the other four 
being Scott Lester (merchants of T- 
shirts, denims and modern clothing), 
Universal Towel Co (designers and mer- 
chants of continuous towel cabinets, 
towelling and fully automated towel- 
laundering machinery), J.D. Fabrics 
(textile merchants), and Scott Lester 
Publications (part-work publishers and 
managers). Inevitably, in such a company 
as this, there is a property element and in 
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this case it is a 100,000 sq. ft office 
development on a freehold mill site at 
Bradford. Work on the scheme is due to 
begin next year. 

Monuments group turnover was 
£3,611,613 last year for pre-tax profits 
of £310,517. 

Mr Armstrong comments on the pro- 
gress of each major subsidiary, quoting 
their net profit figure before deducting 
holding company expenses and, to help 
comparison, adding back the holding 
company management charges to the 
previous year’s figures. 

In a breakdown of turnover and profits 
pre-tax by ‘activity’, the figures are 
provided in percentage terms showing 
that T-shirt and fashion wear merchant- 
ing provided 45-8 per cent of turnover and 
61-8 per cent of profits. 





Informative Plessey 


HE Plessey Company’s annual report 

is its usual mine of information — all 

40 pages of it, plus 30 pages of a colour 

supplement on “The impact of an inter- 

national enterprise on society and the 
environment’. 

Plessey’s international character is 

emphasized early in the report by the 

statement of the summary of results 


Geographical Disposition of Turnover 


UK 57.4% 
8.2% 
6.3% 
7.5% 


Australia and New Zealand 
Africa 
Europe 


Turnover by Market 
in millions of pounds 


British Post Office 
HM Government departments 





in eight different currencies — sterling, 
US dollars, Australian dollars, South 
African rands, West German marks, 
Swiss francs, French francs and Italian 
lire. 

One of the many features of the Plessey 
report is the following detail showing 
disposition of turnover, geographically, 
by market and by product: 








Industrial and commercial customers 
Exports from UK 








UK operations 








Operations outside UK 


Turnover by Product 

in millions of pounds 
Telecommunications and transmission 
Electronic equipment (including radar and radio) 
Aerospace equipment and industrial hydraulics 
Electronic and mechanical components 


Profit before Taxation 
in millions of pounds 




















UK operations 





Operations outside UK 





Canada and United States 16.5% 
Asia 2.3% 
Latin America and Caribbean 0.6% 
Other Overseas Locations 1.2% 
1973 1972 

£ % £ % 

88 27 79 28 

39 12 35 12 

57 18 52 18 

43 13 39 14 

227 70 205 72 

98 30 78 28 

325 100 283 100 

142 44 124 44 

73 22 68 24 

29 9 27 9 

81 25 64 23 

325 100 283 100 

23 74 19 90 

8 26 2 10 
31 100 21 100 





Note : The turnover for both UK and operations outside UK has been adjusted by £13 million for deliveries from the 
UK to overseas subsidiaries included as UK turnover. The profit ratios are not significantly affected. 
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City Notes 





RESUMABLY it was coincidence 
that found the Chancellor of the 
Exchequer one evening extolling the 
virtues of the gilt-edged market as a 
vehicle for investment, and the 
Treasury bill rate resulting in a quarter 
of a point off the Bank of England 
minimum lending rate the following 
day. Mr Barber’s optimism at the 
Bankers’ Banquet at the Mansion 
House is shared mainly by Mr Heath, 
and the new Governor of the Bank 
of England seemed to be toeing the 
Westminster rather than the City line. 
All-out growth, plus a firm gilt-edged 
market and a Phase Three that de- 
pends almost entirely on a collapse in 
commodity prices for success, seems 
to be the Barber-Heath recipe. What 
the Middle East war might do to 
prices did not seem to worry Mr 
Barber. There is a bizarre possibility 
that the war, by restricting oil supplies 
to North America and Europe, could 
induce an industrial recession and 
the fall in prices — other than oil — on 
which the Barber-Heath recipe de- 
pends for cooking. 

But to translate that kind of thinking 
into stock market terms is decidedly 
difficult. A quarter point off Bank rate 
is the first slight sign of encourage- 
ment that the gilt-edged market has 
had in months, but it is difficult to see 
where another quarter — let alone a 
half or a full point — is coming from 
under present circumstances. 

Without a firm gilt-edged market, 
equities must remain lethargic. Look- 
ing abroad, the new turn of constitu- 
tional events in the United States is 
hardly helpful and London cannot 
expect much Wall Street assistance. 


ARIEL 


There is clearly no love lost between 
the Stock Exchange Council and the 
Acceptance Houses over the vexed 
subject of Ariel, the computerized 
dealing system that the House intend 
to introduce. Mr George Loveday, the 
Chairman of the Stock Exchange 
Council, has called Ariel a cuckoo in 
the Stock Exchange nest, although 
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Ariel is not necessarily designed to 
take all the food from stockbrokers’ 
mouths and oust them entirely. 

Ariel will simply take the biggest 
and best business. It will skim the 
cream of business from the top- 
flight stockbrokers. Smaller broking 
firms will probably not notice Ariel's 
existence, unless it is through jobbers 
finding themselves operating in a less 
commercial and more restricted market. 


BONDS 


The reduction in minimum lending 
rate should have been welcomed by 
the insurance company purveyors of 
income bonds. The quarter point 
fall does at least remind investors that 
interest rates do come down oc- 
casionally, even if they do not come 
all the way down. 

An offer of a fixed interest bond, 
no matter how high by standards of 
even a year ago, against roaring in- 
flation was beginning to pall as an 
investment. The time span had to be 
reduced from ten years to as short as 
three in some instances, and lately 
there has been a development to- 


547 


wards rising income bonds on an 
anti-inflation basis. 

But it is a pretty pass when 12 or 13 
per cent for a ten-year bond fails to 
prove attractive. 


PROPERTY 


Reports persist of property in the City 
sold at prices fantastic — even by 
present standards — largely because 
Phase Ill failed to introduce the 
anticipated curbs on property profits — 
or should it be profiteering ? But some 
property people are wondering whether 
the dawn is true or false. There is a 
Budget to come in the spring and if 
it should be the last Budget before 
a General Election, what better time to 
call for the introduction of a property 
Edert Or property appreciation 
tax ! 

Just as final Labour Government 
Budgets have Conservative overtones, 
so final Conservative Budgets can 
have a strong Labour-style theme. 
Capital gains tax, after all, was in- 
troduced by a Conservative Chancellor 
of the Exchequer, so why not a 
property appreciation tax ? 


Rates and Prices 


Closing prices, Monday, October 22nd, 1973 


Bank of England Minimum Lending Rates 


Money Rates 


April13,1973 .. 8 % June22,1973.. 74% Daytoday .. 10 -113% Bank Bills 
April19,1973 .. 831% July20,1973 .. 9% 7days — 104-114% 2months 11§-12 % 
May 11,1973 .. 8 % July27,1973 .. 114% Fine Trade Bills 3months 113-12 % 
May 18,1973 .. 73% Oct.19,1973.. 111% 1month .. 123-144% 4months 118-113% 
2months .. 123-144% 6months 121-123% 
3months .. 124-144% 
Finance House Base Rate í 
October 1st, 1973. 14% Three Months’ Rates 
Local authority deposits 123-13 % 
F ` Local authority bonds 123-113% 
FT Industrial Ordinary Index Sterling deposit certificates 123-128% 
October 22nd, 1973. 436-3 Euro-sterling deposits 133-14 % 
Euro-dollar deposits 93- 98% 
Treasury Bills Foreign Exchanges 
Aug. 17 .. £10:9520% Sept. 21 ..£10-9826% New York.. 2-4362 Frankfurt .. 5-8650 
Aug. 24 .. £10-9754% Sept.28 ..£10-9384% Montreal .. 2-4340 Milan . 1381-50 
Aug. 31 .. £10-9744% Oct.5 ..£10-8888% Amsterdam 6-0400 Oslo 13-2725 
Sept. 7 ..£10-9862% Oct.12 ..£10-8227% Brussels .. 88-6500 Paris 10-2250 
Sept. 14 .. £10-9507% Oct.19 ..£10-7112% Copenhagen 13-6875 Zürich 7:3725 
Gilt-edged 
Consols 4% .. us a ae ee WSR Treasury 9% 1994 be -. 82xd 
Consols 24%.. 223 Treasury 84% 84-86 M ae ao £86 
Conversion 34% S Be KR vo? POLS Treasury 84% 87-90 d 814 
Conversion 54% 1974 .. Es .. 962 Treasury 64% 1976 9075 
Funding 34% 99-04 K: E sb eps Treasury 34% 77-80 714 
Funding 54% 78-80 ES Sa en, e Treasury 34% 79-81 68% 
Funding 54% 82-84 734 Treasury 5% 86-89 584 
Funding 54% 87-91 628 Treasury 54% 08-12 514 
Funding 6% 1993 .. 624 Treasury 24% 224 
Funding 64% 85-87 704 Victory 4% .. hs di me 96% 
Savings 3% 65-75 .. 907s War Loan 34% .. & wi 32% 
Retail Price Index (Jan. 1962=100) 
Jan, Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-1 
1972 159-0 159.8 160-3 161-8 163-7 164-2 165-5 166-4 168-7 168-7 169-3 170-2 
1973 171:3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181-8 
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BULLS AND BEARS | 


Outlook Still Gloomy 


JHE market has held up well in face of the Arab-Israeli 
war, sustained by hopes of peace initiatives by the USA 
and Russia. On October 3rd the Financial Times Industrial 
Ordinary share index was 434'4; on October roth it was 
441°6 and on October 19th, 437:7. 

Last Monday Israel accepted the resolution of the UN 
Security Council calling for a cease fire, and early in the 
afternoon of the same day Egypt also accepted. This news 
was well received by The Stock Exchange, but initial 
optimism and gains were soon cancelled out by gloom 
over the American Presidential crisis, and at 2 p.m. the 
index dropped 1:9 to 435:8. 

One of the firmest sectors of the market has been the 
property sector with some shares, such as Amalgamated 
Investment and Property, reaching an all-time high of 145p 
compared with 110p a fortnight earlier. This reflects relief 
at the Stage III proposals for counter-inflation in relation 
to business rents and some vague take-over talk. 

The clearing banks have also been good, and among 
merchant banks Slater Walker have improved; but so far 
Dawnay Day — despite its 50 per cent increase in pre-tax 
profits and proposed 1 for 1 scrip issue — has shown little 
response. Oils have shown some sharp falls but have 
picked up surprisingly well. 

Below is our selection of British funds and fixed interest 
stocks : 


British Funds 


Yield Yield 1973 
Price (flat) (red ol High Low 
Treasury 53 per cent 
2008-2012 .. sh Pi 10:92 11-07 61 48 
Treasury 7% per cent 
2012-2015 .. p? 70. 11-35, 11:38 79 67 
Treasury 9 per cent 
1978.. Be Ze 93 9:77. 11:31 101 90 
Transport 3 per cent 
1978-88 > “2 48 6:28 9-75 55 46 


Fixed Interest Stocks (Industrial, Commercial) 


Yield 1973 
Price (flat) High Low 
Reed International 10 per cent 
loan 2004—09 = d 83 12-0 97 83 
Rugby Portland Cement 6 per cent 
loan 1993-98 i 55 10-9 62 52 
British Leyland 6 per cent loan 
1998-2003 .. sie be 46 13-1 55 45 
Associated Portland Cement 9 per 
cent debenture 1992-97 oe 78 11-5 96 78 


Ordinary Shares 
With so many imponderables in the Middle East, including 
the oil situation, it is not possible to select any ordinary 
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shares with reasonable confidence in the near- or short-term 
future of share prices. However, the seasoned investor 
usually has his shopping list ready at hand when the time 
to enter the market seems opportune. 

The following shares are accordingly put forward, not 
necessarily as immediate buys, but as affording reasonable 
opportunities when the war clouds have rolled away. 


P/E 1973 
Price Yield Ratio High Low 

Dawnay Day 25p shares 179 3:9 — 248 182 
Trafalgar House 20p 

shares Ja i 106 3-0 13:2 152 102 
Provident Clothing 25 

shares d 180 3:0 20:3 230 168 
Consolidated Gold Fields 

of South Africa 25 

shares Ge Le 217 3-6 — 283 205 
Dawnay Day 


This is a merchant bank and issuing house in which the 
Prudential has a 17 per cent interest. In the past seven years 
pre-tax profits have increased from {225,000 to £3,041,000, 
while net profits have increased from {129,000 to 
£1,912,000. 

For the year ended June 3oth last, pre-tax profits were 
more than £1 million ahead and there is to be a scrip issue 
of 1 for 1, which implies confidence in the future. When the 
shares go ex capitalization they could well move forward 
to high levels. 


Trafalgar House 

This group’s activities include property and investments, 
urban development, general contracting and civil engineer- 
ing, mining and specialist activities including shipping 
which now plays a large part in the company’s operations. 

Some years ago the company bought Cunard with then 
book assets of £41 million for £27 million which could 
provide surpluses on re-sale, while Cunard’s accumulated 
losses will allow Trafalgar House tax-free income for 
several years. 

In the property sector of the business it is thought that 
the property portfolio could grow to over {100 million in 
the next few years. There was a scrip issue of 1 for 5 in 
1971 and 1 for 4 in 1972. The results are due next 
February and it will be surprising if the news is not good. 


Provident Clothing 

This is a most successful operator in the field of lending 
money in relatively small amounts. For 1972 pre-tax profits 
increased from £4:66 million to £6-95 million while 
earnings per share rose from 8-18p to 10-63p. 

For the eleventh successive year the group achieved 
overall progress — record figures for turnover, profits, 
earnings per share, amounts due from customers and 
deferred revenue — all of which has resulted in the strongest 
ever balance sheet and ‘a future still full of promise and 
potential’. 

The company’s main competitor is Cattle’s Holdings, 
and Provident has acquired a substantial holding in this 
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Peano wx me 
Professional advisors are invited to apply for J Please send............ (insert 
brochures and application forms for Și number) brochures and applica- 
a tion forms for London Wall 
H Cash Plan to :— 
London Wal A 
ADDRESS 








= AC. 1 
Tá E Four payments totalling 10% p.a., 8 5 SC AS 
ncome without tax deduction. No PLEASE INDICATE PROFESSION 


dvant personal tax liability of any kind on 
Agvan tago them for most investors. 

SS £1,000 invested in 1965 would 
Capital have returned £775 in quarterly 
7 payments, and still have been 


advantage worth £1 ,767 at 1st August, 1973. 











‘CASH PLAN’ LONDON 
WALL GROUP OF UNIT 
TRUSTS LIMITED 


Member of the Association of Unit 
Trust Managers. 


Registered No. 792318, England 


Registered Office : 
1 Finsbury Square, London 
EC2A 1PD. Tel: 01-606 5811. 


e “Wider range” Trustee Status 
COMMISSION OF 13% PAYABLE TO AGENTS. œ No long-term commitment 





THIS IMPORTANT GUIDE 
Over 50,000 copies sold 


THE COMPANIES ACT 1967 


The 1967 Companies Act made it necessary for over 350,000 previously exempt private companies to 
file accounts. 


The Act has also imposed new accounting and disclosure requirements on limited liability companies. 


ALL CONCERNED WITH THE PREPARATION OF COMPANY ACCOUNTS WILL WANT 
TO KEEP THEMSELVES INFORMED ON THE NEW STATUTORY REQUIREMENTS. THIS 
BOOK IS DESIGNED TO HELP THEM. 


GUIDE TO THE ACCOUNTING REQUIREMENTS OF 
THE COMPANIES ACTS 1948-1967 


A summary of the statutory requirements relating to the production of annual accounts of companies. 


An invaluable reference book on company law as affecting accounts, prepared by direction of THE 
GENERAL EDUCATION TRUST of THE INSTITUTE OF CHARTERED ACCOUNTANTS IN 
ENGLAND AND WALES. 


Price 75p net 82p including post|packing & VAT (Ip) U.K. 
GEE & CO (Publishers) LIMITED, 151 STRAND, LONDON WC2R UI 
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We're making life easier for you: 





Making life a little better is what life assuranceisallaboutagrowing SCOTTISH 
investment,a happier retirement,and the security of knowing that.come WIDOWS 
what may, your family will always be well provided for. Ask your broker. 
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company. The next results are expected to be very 


satisfactory. 


Consolidated Gold Fields 


This is a major mining finance house whose shares are 
relatively cheap at the present time. For the year ended, 
June 3oth last, the value of the company’s investments 
rose from R2g7 million to R446 million while dividend 
income increased from R103 million to R15-3 million, 
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but total group revenue amounted to £193 million. 


The chairman says that the sharp increase in the market 
gold price exceeded his forecast last year and there will be 
a further material increase in the revenue from gold sales 


interests. 


this year. In that event the company will benefit and it will be 
possible to make further increases to dividend declarations. 

The company’s interests, however, are not confined to 
gold, for there are also large and flourishing industrial 





In view of Save and Prosper’s diversifica- 

tion from its original unit trust base into 

a widely based financial services organi- 

zation, various changes have been made 
` to its operating structure. 

For a start, a separate subsidiary com- 
pany, Save and Prosper Securities, has 
been established to manage the 11-unit 
trusts comprising the Save and Prosper 
range which, previously, were under the 
direct management of the parent com- 
pany. Save and Prosper Securities, 
together with Ebor Securities and Scot- 
bits Securities, will form the three-range 
unit trust division within the Save and 
Prosper group. Also, all the group’s 
insurance and pension packages will be 
available only through Save and Prosper 
Insurance and Save and Prosper Pensions. 

The wholly owned subsidiary, Ebor 
Phoenix Assurance Co, is being sold to 
Phoenix Assurance. The latter will con- 
tinue to sell the Acorn and Haven Plans 
linked to investment in the Ebor range of 
unit trusts. ! 

Save and Prosper have published a use- 
ful booklet giving a guide to the wide 
variety of financial services now on offer. 
One service which is not always fully 
appreciated is the share registration 
service which is available to limited com- 
panies. Save and Prosper suggest that this 
may be of particular interest to those firms 
of accountants who no longer find they 
can provide service for their clients at 
economic cost. 

Also, there is the Family Investment 
Companies Scheme, whereby it may be 
possible for shareholders in private 
investment companies to convert shares 
into units with no personal capital gains 
tax liability, until disposal of the units, 
which are themselves favourably treated 
for capital gains tax purposes. 
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Since 1971, the Provident Mutual Life 
Assurance Association has been writing 
permanent health insurance on a group 
basis. Now, it is writing this type of con- 
tract on an individual basis. The benefit 
from the policy, when added to other 


benefits, including those available from 
Social Security, must not provide an 
income during incapacity which exceeds 
75 per cent of a policy holder’s income 
from his normal occupation before in- 
capacity. No policy will be issued for 
benefits of more than £200 per week. 
Arrangements can be made at the outset 
so that benefits will increase from the 
date of claim by 4 per cent at the end of 
each year for which benefit is paid. This 
escalating benefit results in the normal 
premium being loaded by 10 per cent. 


d ZS & 


WHEN it is clear that there is a definite 
upturn on the Stock Exchange, it is 
likely that investment trust shares, once 
again, will return to popularity. Some unit 
trusts specialize in such shares, including 


‘Save and Prosper’s Investment Trust 


Units, the largest unit trust of all. Save 
and Prosper, together with others, have 
life assurance policies linked to this type 
of investment, so that tax relief can be 
claimed. 

For instance, the Western Australian 
Insurance Co has Trust Plan. Life cover 
is 180 times the monthly contribution — 
which is paid for from the 15 per cent tax 
relief. If this policy is cashed after 15 
years, the insurance company will pay the 
value of the units plus an estimated 100 
per cent of the amount paid for the life 
cover. A lower percentage will be paid 
for anyone who is over the age of 40 when 
the policy is arranged. Alternatively, 
when the policy has been in force for 10 
years, it can be converted to provide 
tax-free income. 


Discussinc inflation and interest rates, 
the chairman of the Building Societies 
Association has said that, taken to its 
extreme, as has happened in certain 
South American Republics, there comes 
a time when the interest rate mechanism 
cannot cope with increasing inflation. To 
persuade savers to save, the real value of 
their money has to be preserved by having 
their balances adjusted periodically ac- 


cording to the rise in prices in the 
economy. Clearly, this can be done only 
at the expense of the borrower — which 
means that his debt to the building 
society has to be increased corres- 
pondingly every year. 

All the indications are that the building 
societies are not anxious to increase 
mortgage rates still further, and that 
they will risk investors taking their 
money elsewhere. 

One further problem on the horizon 
concerns the proposed tax credit system. 
Should there be no special provisions 
regarding income tax payable on investors 
interest, the mortgage rate might need to 
rise by about 0-75 per cent on this 
account alone. This is because, if the 
principle of the composite rate of tax 
were to continue to apply, it would rise 
to a level very close to that of the basic 
rate itself, since, under the new scheme, 
almost everyone would be liable to tax at 
30 per cent. 
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CHARTERHOUSE DEVELOPMENT Co is a 
substantial shareholder in Exeter Trust, 
which is a new finance company. Other 
shareholders are the Provincial Insurance 
Co and Confederation Life Association. 
Normally, life business in connection 
with loans will have to be arranged with 
either of these insurers, and general 
business will go to the former. 


o p  & 


Over the past few months, those re- 
sponsible for ‘managed’ funds have often 
been at pains to point out that the per- 
formance of the units has been better 
than that of one of the more popular 
indices. What they fail to point out is 
that, with a bond, income automatically 
is reinvested. And, with the high rates 
of interest which have been prevailing, 
often a substantial proportion of a fund 
has been invested in the money market 
so as to secure a good yield. The difficulty 
about comparisons is that they are really 
only valid when one compares like with 
like. 
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The Inventories 


Monthly Financial Statements 
by FREDERICK STAPLES, C.P.A. 


The Counting House Publishing Co, Thiensville, Wisconsin, 
$3°95 and $5-35 respectively. 

Mr Staples is commonly known as the author of several books 
on audit working papers and audit manuals. In these two books, 
however, he goes further and develops the philosophy of stock 
valuations ~ the various methods and underlying factors to be 
taken into account as a consistent and prudent basis is adopted 
both for annual accounts and (in the second volume) for 
monthly and other interim figures. 

The first book refers, as part of the accepted basis of valuation, 
to the rules and observations of the US Federal Income Tax 
authorities and thus to a great extent the need for a consistent 
application of those rules guides Mr Staples. 

In the development of philosophical thought and in the argu- 
ing of accounting practices, books such as both of these will be 
appreciated by readers outside the confines of the USA itself. 
The standard forms in each book which the author suggests to 
assist in attaining the proper valuations and the collection and 
presentation of information are an excellent bonus. 


One Man’s View 
by WALTER SALOMON 
Churchill Press, £2. 


This is a collection of short papers, written by the author over 
the past two decades, on the subject of inflation and monetary 
policy, as well as taxation and liberty. 

A practising merchant banker, Mr Salomon’s views on 
monetary affairs are highly orthodox. He blames the lack of 
control over the quantity of money as the major contribution to 
inflation, the dangers of which, he argues, have been understated 
by politicians, economists and others in this country. 

No doubt the author’s ‘right-wing’ views will be unacceptable 
to many in our society; but he can fairly claim in the light of his 
past writings that he foresaw the future course of events more 
clearly than many other better-known commentators. 


Audits of Savings and Loan Associations 
Audits of Stock Life Insurance Companies 
Audits of Brokers and Dealers in Securities 


Industry Audit Guides — The American Institute of Certified 
Public Accountants, New York. First title $4; others, $4.50 
and $3.60. 


The American Institute several years ago issued a guide to 
audits of banks, drawing attention to the special points to be 
considered in that context. The three guides now published are 
each the work of a special committee as a guide to ‘best practice’. 

The law governing brokers and dealers in the USA is 
basically the Securities Exchange Act of 1934 and rules are 
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made by the Securities and Exchange Commission. The rules 
of the Board of Governors of the Federal Reserve System also 
need to be observed. The first guide thus approaches the audit 
on the basis of a system chart of security transaction flow, deals 
in detail with the examination of transactions and finishes with 
generous appendices illustrating the recommended question- 


snaires, forms of account and of report, representation letter and 


prescribed tests. 

Audits of Savings and Loan Associations was first issued as 
long ago as 1940 and this is in fact its fourth edition. What are 
sometimes defined as ‘near-banks’ are more a part of the scene 
in North America than in the United Kingdom, and vary as 
between the USA and Canada in regulation by the state. The 
guide here deals with the laws and regulations as found in most 
states in the USA. 

The third guide deals with stock life insurance companies, 
but not mutual companies at present; the committee which 
prepared it worked closely with the life assurance industry and 
with the actuarial profession in the USA and Canada. Forms of 
audit reports and accounts are set out in the concluding sections, 
with a questionnaire and a glossary of terms. 


Banking 
by J. P. PARKER, revised by B. D. W. Cox. 
Teach Yourself Books, sop. 


Money and Banking 
edited by A. A. WALTERS. 
Penguin, £1. 


The Marketing of Money 
by Epwin J. ORNSTEIN. 
Gower Press, £4:50. 


A bank is a bank is a bank, as the lady might have said; our 
money is safe there, we can draw cheques on our account, we 
can (sometimes) borrow there. Yet consider these three books 
about banking: about two different subjects certainly, almost 
about three. 

Parker’s Teach Yourself volume appeared 20 years ago, and 
now comes in a completely updated version by B. D. W. Cox. 
It is an admirably straightforward study of the shape of the 
banks we all deal with, how they evolved and how they operate. 
There is a great deal in it that the intelligent layman knows 
already, but it may be assumed that there is also a lot that he 
doesn’t. 

The banks’ critics may say that the picture is an unduly rosy 
one; Mr Cox may as fairly reply that criticism is not the function 
of a basic exposition — and the critics have fairly good coverage 
elsewhere. 

At the end of the book is a list of books for further reading, 
which itself highlights the variety of the word ‘banking’, 
including as it does books on the law of banking and on bank 
lending, as well as the subject of our second book here. For 
Money and Banking is about monetary economics, a collection of 
pieces by various eminent economists (David Hume, 220 years 
ago, as the earliest) on and around the continuing dispute 
between the Keynes school and the monetarists. Anyone who 
finds hard to follow the perennial correspondence on the subject 
in the Financial Times (for instance) could profitably read here 
Friedman, Kaldor, Rowan and not least the editor’s own pieces. 
Like others among us he finds virtue in both camps: roo per 
cent extremism either way is probably wrong. 

The Marketing of Money, is something else again, though 
nearer to the first than the second of our three books. For this 
is how the banks we know sell (or as the marketing men might 
rather put it) ought to be selling the services that Parker and 
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Cox describe. The banks — and their competitors: for, as we are 
increasingly made aware, the banks we know best have no 
monopcly of money. 

In their separate sellers’ markets, the money dealers have not, 
in the past been notable for concern about their markets. They 
are waking up fast, and Mr Ormstein’s detailed study (very 
useful reading for those who are still only stirring sleepily) will 
be rejected as irrelevant only by the most elderly of bankers. 
Credit cards and the packaging of loan offers, as is now widely 
accepted, are not necessarily the first steps on the primrose path; 
even Mr Ormstein’s mobile salesmen are in business in some 
parts of the money market. 

But it remains a curious fact that the bankers who are the 
subject of the first book, and in part also of the third, are as 
divided or as uncomprehending as the rest of the community 
when it comes to the banking of the second. 


The Complete Guide to Investment 
Sixth edition, by GoRDON CUMMINGS 
Penguin, 40p. 
The fact that this informative little book has now reached its 
sixth edition in the decade since it first appeared is a tribute to 
its quality and, in some part, to the changing investment scene. 
Written by a chartered accountant, the work ranges over the 
entire spectrum of investment appropriate to the small and 
medium-sized investor, i.e., from national savings to the new 
issue market. 

At its price it is an outstanding investment. Students working 
for their professional qualifications could read such a book with 
considerable profit. 


The Statistician and the Manager 
edited by Ken WILLIAMS 
Charles Knight & Co, £2. 


All.the papers in this collection have appeared in print else- 
where; three Presidential addresses to the Royal Statistical 
Society by Sir Paul Chambers, Sir F. A. Cockfield and Dr 
Bernard Benjamin. In addition, there is a paper read to the OR 
Society by Dr Jeremy Bray when he was a junior Minister and 
an interesting account of the background and work of the 
Business Statistics Office by its Director, Martin Fessey. 

Each and all are worth reprinting in this form, and anyone 
who is still sceptical that the statistician has any role to play in 
business or industry should study these highly readable papers. 


How Computers Affect Management 
by Rosemary STEWART 
Pan Books (paperback) 75p. 


This book was designed primarily for the manager who wishes 
or needs to know the applications of a computer to his domain, 
or for the computer specialist who wishes to see the wider impli- 
cations of his work. It is intended very much for the busy person 
who does not have unlimited time in which to read verbose text- 
books. The author makes a point of apologizing, in fact, for the 
verbosity of her own book, and provides summaries upon which 
the ultra-busy manager can concentrate. 

The main part of the book consists of a series of case studies 
taken irom companies which have computerized in recent years. 
The studies are classified under three main headings: those 
which are concerned with clerical procedures, such as the 
financial reports, sales ledger, payroll and so on; those concerned 
with short-term planning and control, such as stock control 
procedures, budgeting and production planning; and those 
concerned with long-range planning, such as investment 
appraisal models, linear programming and simulation. Each 
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example is looked at from the point of view, not only of the 
efficiency with which the computer performs its function, but of 
the impact on the user department in its widest sense. 

After the case studies, there are some summary chapters 
which cover the relations between the computer personnel and 
user management; the impact of computers on management 
through the various stages of systems initiation, design, imple- 
mentation, and maintenance; and the question of managerial 
understanding of the computer function. The latter may require 
the manager to explore and re-examine the total working of his 
organization. 


The Sale of Goods 
by P. S. ATIYAH. 
Pitman, £3; paperback, £1-60. 


This is the standard text in the field for those working for the 
Law Society and Bar examinations; it is also likely to be useful 
to the practitioner who needs to refresh his memory on general 
and specific points on this important part of the law. ; 

Inevitably the treatment of particular points and the discus- 
sion is at a level which is unsuitable for non-legal students; that 
is, those working for the examinations of other professional 
bodies in which some knowledge of commercial law is required. 
There is, however, no reason why such students should not 
browse over parts of such a book from which they could learn 
not only a lot of law, but also something of the approach of the 
lawyers. 


RECENT PUBLICATIONS 


AUDITS OF BROKERS AND DEALERS IN SECURITIES, prepared by the 
Committee on Stockbrokerage Auditing. x-+213 pp. 9X6. 
American Institute of Certified Public Accountants, $4.50, 
AICPA Members, $3.60. 

THE ACCOUNTING Basis op INVENTORIES, by Horace G. Barden, 
B.S., C.P.A. xvi-+189 pp. 9X6. American Institute of Certified 
Public Accountants, $4.50. 

Computers IN Business Strupres, by Harold Lucas. xiit+-242 pp. 
83 x 5$. Macdonald & Evans, £2:25, paperback, £1-50. 

REPLACEMENT Cost ACCOUNTING, by Lawrence Revsine. xiv-+194 
pp. 9x6. Prentice-Hall, £4'15, paperback, £4260. 

WHEATCROFT AND WHITEMAN ON CAPITAL Gains Tax, second 
edition, by Peter Whiteman, LL.B., LL.M., and David Milne, 
M.A., A.C.A. Xxvi+376 pp. 10X6. Sweet & Maxwell, £8. 

Pustic Urry ACCOUNTING, Theory and Application, by 
Professor James E. Suelflow. 325 pp. 9X6. Michigan State 
University, $9-50. 

EQUITY AND LOAN FINANCING FOR THE PRIVATE Company, by 
Michael Springman. xv-+339 pp. 9 X 6. Gower Press, £6. 

ACCOUNTING FOR RESEARCH AND DEVELOPMENT EXPENDITURES, 
by Oscar S. Gellein, M.S., c.P.A., and Maurice S. Newman, 
PH.D., C.P.A. xii-+ 117 pp. 9 X 6. American Institute of Certified 
Public Accountants, $4. 

CASES AND MATERIALS ON THE ENGLISH LEGAL System, by 
Geoffrey Wilson. xxxiv+654 pp. 94X6. Sweet & Maxwell, 
£6-50, paperback, £4:50. 

Hippen Costs op TaxaTion, by C. T. Sandford. xiv-+-209 pp. 
8 x6. Institute for Fiscal Studies, paperback £2. 

UNDERHILL’s LAW RELATING TO TRUSTS AND TRUSTEES, supple- 
ment to twelfth edition, by R. T. Oerton. ixt+A27, 9X6. 
Butterworth, supplement only 90p; complete work £8. 

PLANNING FOR Profit, by Ian Holden and Peter K. McIlroy. 
xv+122 pp. 9} x6. Hutchinson, £3-75. 

MATRIX METHODS IN ACCOUNTING, by John K. Shank. xi-+113 
pp. 84x54. Addison-Wesley, Reading, Mass, $2.95. 

INFLATION, by Irving S. Friedman. xiv-+304 pp. 9X6. Hamish 
Hamilton, £3:50. 

BIBLIOGRAPHY OF FINANCE AND INVESTMENT, compiled by R. A. 
Brealey and C. Pyle. 361 pp. 9} x 64. Paul Elek, £6. 


These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, rer Strand, London WCaR 1J}. 





552 


THE 


ACCOUNTANT 





Data Preparation Costs 


` 


D 


PTICAL character reading (OCR) 

is not new as a technique. In fact, it 
dates back to 1956 and preceded the 
cluster key to tape equipment now used 
by many computer centres to convert 
data input from humanly readable form 
to machine readable form. 

But experts in the data preparation 
field have long thought that the task is 
being approached in the most compli- 
cated and expensive way. Logically, it 
can be argued that the most economical 
way to produce input information for a 
computer is to do the job automatically 
as a by-product of the documentation 
system where the data originate. Ex- 
amples of this kind of technique are the 
use of paper tape punches attached to 
typewriters and accounting machines. 

The next most efficient way of tackling 
the job is to convert the data automatic- 
ally as a subsequent operation, thus 
cutting out the re-keyboarding of data 
with the attendant risk of mistakes, to say 
nothing of the time taken, 

Two methods are available for the 
automatic conversion of data to machine 
readable form without human interven- 
tion. One is optical mark recognition 
(OMR) and the other is optical character 
reading. Optical mark recognition entails 
preparing the documents in a form such 
that the information is recorded by 





placing the marks in predetermined 
positions on the form. While this tech- 
nique has a wide range of applications, it 
also has limitations. Imagine an invoice 
made out in this way! It would be in- 
credibly clumsy and virtually incompre- 
hensible. 


More flexible 


The other method of automatic subse- 
quent conversion, OCR, is much more 
flexible because the original documents 
are prepared in the normal way in alpha- 
numeric characters. In some cases these 
characters are stylized to enable the 
machine to read them more quickly and 
accurately, but there are machines avail- 
able capable of reading normal typefaces. 
Some, indeed, can read hand-written 
documents provided the characters are 
correctly aligned and carefully formed. 

Any extra care needed in the initial 
preparation of the documents to be con- 
verted to data input by OCR is more 
than offset by the reduced cost of OCR 
compared to keyboarding techniques. 

An OCR reader works typically at a 
speed of 350 to 400 characters a second, 
compared to well under 100 keystrokes a 
minute achieved by even a fast keyboard 
operator. 

It is because of this that claims can 
confidently be made for up to 50 per 


The OCR reader used by Datapro. 
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cent reduction in data preparation costs 
where OCR is used. And when it is 
realized that data preparation accounts 
for 30 to 40 per cent of the cost of any 
computer installation, this reduction is 
well worth while. 

It is the cost of OCR readers which has 
been holding back the adoption of this 
technique. In-house readers can be 
justified only by large users, and data 
preparation bureaux have been reluctant 
to install them for reasons which will be 
obvious to every accountant. 

However, a few bureaux have offered 
this service. One such is Datapro-OCR 
Ltd. who have recently installed a 
Control Data 915 page reader in Bir- 
mingham. It is anticipated that the new 
service will be particularly cost effective 
in areas where it is necessary to set up 
and maintain large files, such as direct 
mail, directories, library indexing etc. 

Datapro Ltd, Wellesley House, 10-14 


* Waterloo Place, Brighton BN2 2NB. 


Low-cost Keytape Units 


HONEYWELL have announced low-cost 
versions of their basic Keytape mag- 
netic encoding devices. Prices are from 
£40 a month per unit, on a five - year 
agreement, to £60 a month over one year; 
and £50 or £70 a month respectively for 
the expandable units. 

Purchase prices are {£1,400 for the 
basic units and £1,500 for the expand- 
able version. 

Honeywell Information Services Ltd, 
Honeywell House, Great West Road, 
Brentford, Middx. 


Display Terminal Systems 


SANDERS DATA SYSTEMS have launched a 
new range of programmable display 
terminal systems, designated the 8000 
series. The first 8170 is specifically aimed 
at the IBM 3270 market. 

Priced from £6,970, or £175 a month, 
for a configuration comprising a 12K byte 
microprocessor, two displays with key- 
boards and communications adapter, it 
is claimed to be some 16 per cent cheaper 
than the equivalent IBM equipment. 

Other advantages claimed for the 8170 
include the operational capability to 
carry out local keyboard-initiated data 
validations tailored to individual applica- 
tions, and easy upgrading through soft- 
ware which offers long-term insurance 
against obsolescence. 

A wide range of options is available 
to the basic configuration. 

Also new from Sanders is a five million 
byte disc storage unit designed to comple- 
ment the range of display terminal 
systems. 

Another version of the 8000 series — 


October 25th, 1973 


the 8roo — comprises four displays, the 
disc system, an 8K byte processor, a 
choice of printers and input/output con- 
trol equipment. Designed for large remote 
user applications requiring high volume 
local entry and local storage for remote 
batch facilities, it costs from £14,000. 

Sanders Data Systems Ltd, 15 Brick 
Street, London W1Y 7DU. 


New Serial Printer 


REDIFON have recently announced a new 
high-speed serial printer for use with 
their Seecheck key-to-disc data prepara- 
tion system. Two models are available 
with printing speeds of 100 and 165 
characters a second, and up to three 
printers can be handled by a Seecheck 
system in both local and communications 
configurations. 

When key-to-disc data preparation 
systems first came out in the late sixties, 
one of the disadvantages was that they 
did not provide a hard copy of the data 
converted to machine readable form. On 
modern systems this difficulty has been 
overcome by using printers of this type. 
Further, in communications situations 











SEECHECK serial printer. 


the printer can be used to print out pro- 
cessed data received from the mainframe 
computer. 

Redifon Electronic Systems Ltd, Com- 
puter Division, Stratton House, Stratton 
Street, London Wi. 


Mini-modem 

A NEW mini-modem has been marketed 
by Modular Technology, which is not 
only claimed to be the smallest, lightest 
and cheapest in the world, but is 
extremely easy to use. 

To use a terminal all that is necessary 
is to dial the computer, push the tele- 
phone handset into the acoustic cradle, and 
then operate the terminal, which has been 
previously connected to the modem. 

The modem has been tested and 
approved by the Post Office. It would 
appear to bring data communications 
within the reach of smaller volume 
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The Hastings Computer Centre of the Department of the Environment now has the largest 
keyprocessing installation of any government department. There are four CMC9 Key- 


processing systems and 85 keystations. 


applications than has been practical using 
standard equipment. 

Modular Technology E.P.A.R. Ltd, 
50 Pall Mall, London SWr. 


Ledger System 


LOWNDES-AJAX COMPUTER SERVICES have 
installed a general ledger computer 
system for the Revertex Group, which 
will be rìn on the group’s Honeywell 
2040 at F larlow. 

This if the occasion on which a pack- 
age software system has been used on a 
Honeywell. The advantage of such pack- 
age systems is that they save the cost and 
time involved in developing an inde- 
pendent system. 


Installations 


A FULLY duplexed MDS 2400 key display 
data preparation system has been rented 
by East Midlands Electricity Board for 
their Arnold, Nottingham, headquarters. 
Consisting of two systems with inter- 
changeable processors and discs with a 
total of 20 key-stations, the installation is 
worth about £68,000. 
* Ka * Ei 


C. H. TAYLOR, Birmingham-~based steel 
stockholders, have ordered a Business 
Computers’ Molecular 18, worth £42,000. 
It will be used for on-line stock recording 
and accounting and to provide manage- 
ment information. 


TILCON-TILLING CONSTRUCTION SERVICES 


have ordered a Univac 9480 worth - 


£207,000, to enable an on-line data 
collection and management information 
service to be established at branch offices 


serving their nation-wide quarrying, 
ready-mix concrete, ready-mix mortar 
and road servicing interests. 

* a * * 
PETBOW, manufacturers of standby gener- 
ating sets, are to replace their IBM 
System/3 Model 10 with a System/3 
Model 15, to allow requirements planning 
and inventory control to be added to 
their production control system. 

* Ka * * 


EDWIN BUTTERWORTH & co have the first 
NCR 399 system installed in the UK 
handling sales and purchase ledgers, pay- 
roll and all other accounting routines. 
The group employs 300 workers and 
handles 3,000 tons of waste each week. 
The NCR 399 is an accounting com- 
puter with the power of a mainframe 
computer. UK orders for the machine 
now total 140. 





One of the new range of electronic keypoara 
printer terminals introduced by Transdata. 
Known as Series 300, their light weight, 
quietness and small size make them par- 
ticularly suitable for use on en office desk. 
(Transdata Ltd, 30 Solent Road, Havant, 
Hants.) 
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Professional Education and 
Open Government 


Topical Themes at Leeds Dinner 


TANDARDS of training, quality 

and education in accountancy 
featured largely in speeches at last week’s 
annual dinner of the Leeds, Bradford 
and District Society of Chartered 
Accountants. 

Proposing the toast of “The Institute 
of Chartered Accountants in England and 
Wales’, Dr E. G. Edwards, Vice-Chan- 
cellor of Bradford University acknow- 
ledged the very considerable concern for 
raising standards of quality in the 
profession. On top of a growing emphasis 
on qualifications, there was tremendous 
interest in post-qualification education. 

Some 5o per cent of the Institute’s 
membership eventually left private prac- 
tice to enter spheres of general manage- 
ment where, in his view, they held not 
only the purse strings but also the 
policy-dictating power in their com- 
panies. This meant that financial policy 
must find common ground with the 
problems of technical evaluation, new 
processes and methods, personnel policy 
and latent redundancy, as well as dealing 
with that ‘other rival’ in the modern 
company, marketing. 


Ethical considerations 


Government proposals for company law 
amendment argued that companies should 
be required publicly to give not only 
financial accountability, but also what 
might be called social accountability. 
This raised new and severe problems. 
While the professional man was deeply 
concerned with the ethics of his post, 
Dr Edwards said he had found no 
mention of ethics in general in their 
prospectuses and syllabuses. Perhaps it 
was something the accountant naturally 
absorbed in practice. In education, 
academics were finding it more and more 
important to hold lectures and seminars 
on ethics and problems of social and moral 


responsibility. 
There must be a mutual recognition of 
professional qualifications throughout 


Europe which would enable Britain’s 
accountants, and members of all the 
professions, to practise throughout the 
Market and larger areas of the world. In 
return, they must accept people from 
other countries to practise in Britain. 
There were great advantages, but some 


difficulties and dangers. In the UK, 
universities and the professions had 
enjoyed a unique degree of autonomy in 
the way they organized and validated pro- 
fessional qualifications with a minimum 
of interference from the State. There was 
a danger, however, that the harmoniza- 
tion programme could lead to a more 
quantitative approach, which threatened 
not only to rob the professions of their 
autonomy, but also to lengthen training 
and qualifications to an indefinite extent. 

It was necessary to fight for a more 
qualitative approach, and to persuade 
Europe to assess and place trust in the 
professional bodies in carrying out their 
functions. 


Open government 


Responding to the toast, Mr E 
Kenneth Wright, M.A., F.c.A., President 
of the Institute, said that the profession 
was now academically respectable and 
responsible. There were, he recalled, 24 
professors of accounting in this country. 

A foundation course for accountancy 
had been recently established, and 2,500 
new entrants had agreed to submit 
themselves to a one-year academic course 
at polytechnics and colleges before 
starting practical training. The Institute 
was very grateful for the manner in 
which the academic community had 
responded to the challenge. 

The President then turned to the 
problems of open government within an 
Institute of 55,000 members, and said: 

“The way in which the affairs of the 
Institute are directed ought to be the 
concern of every member. We are now an 
overtly democratic body, and members of 
the Council hold their seats at the pleasure 
of their constituents, expressed through 
the ballot box. 

‘Open government, as I understand it, 
is the involvement of the electors in the 
policy-making process. This demands the 
dissemination of the information which is 
the essential background, the deployment 
of the arguments for and against alter- 
native policies based on this information, 
widespread and informed debate on the 
issues which we have to decide and an 
awareness by the Council, when coming 
to its decision, of the course of debate 
and the feelings of members. 
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‘The machinery for this exercise of 
open government is available. Members 
have shown that they are prepared to be 
interested in their profession — through 
discussion groups, conferences, private 
and public correspondence and debate. 
We have a strong and widely read 
professional press. We have adopted the 
policy of exposing information and 
proposed courses of action before de- 
cisions are actually made. It can no 
longer be argued that decisions are taken 
automatically behind the closed doors of 
the Council Chamber. 

‘I believe that these developments are 
valuable and that they will strengthen the 
profession. Having said this, we must 
recognize that open government does not 
mean that all important decisions must 
be taken directly by our 55,000 members. 
We cannot run the affairs of the Institute 
on the basis of a referendum, relegating 
the Council to the role of a vote-counting 
computer. 

“You have elected us, I suggest, to 
provide leadership; no responsible person 
would accept office, whether in the 
national government or in the affairs of a 
company, on any other basis. We 
endeavour to settle the policies of the 
Institute after full and open discussion, 
but in the end we must take the decision. 
If you are dissatisfied with the leadership 
we offer, you will replace us at the next 
election. If we are to provide strong 
government, some of our decisions will 
necessarily, in the short-term at least, 
prove to be unpopular and controversial.’ 


Advertising ` 

‘The decision to make no change in the 
present rule against such advertising will 
no doubt be widely discussed, but I 
do not think that it will be unpopular or 
controversial. The decision was reached 
by a very substantial majority vote after 
a long and careful debate in which many 
members representing industry and the 
larger and smaller firms participated. 

“Today, many people seem to think 
that change for change’s sake is a good 
thing. We on the Council are not, I am 
confident, dinosaurs who are averse to 
adaptation; but on‘this occasion we came 
to the same conclusion as Lord Falkland, 
“Where it is not necessary to change, it is 
necessary not to change". 

The toast of ‘Our Guests’ was pro- 
posed by Mr Brian Eagle, F.c.a., President 
of the Society. Responding, the Vicar of 
Leeds, the Rev. Canon Graham Foley, 
B.A., delighted the company with a 
speech which afforded an admirable 
blend of wit and wisdom, and paid 
tribute to the personal example of the 
Lord Mayor, Alderman Davison, in main- 
taining the tink between the Christian 
Church and the civic life of Leeds. 
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A legacy 
means 
a lot ` 
to the 
limbless 


18,000 limbless Ex-Service men depend on the British 
Limbless Ex-Service Men’s Association. 

BLESMA is not aided by the State. But we urgently need 
money to help these veterans conquer their handicap. 
And to equip and maintain homes in which they convalesce 
ard are given care and comfort in their old age. 

This is where you can help. A word from you to your 
client might give hope and encouragement to those who 
gave so much for their country. A legacy would mean a 
fot to them. 

Donations and information: 

Major the Earl of Ancaster, K.C.V.O., T.D., Midland 
Bank Limited, 60 West Smithfield, London EC1A 


9DX. 
BRITISH LIMBLESS 
EX-SERVICE MEN’S ASSOCIATION 








A cause 
clients will 
understand 


T You’ve never had anything, you never miss it. 

But if you’ve known a reasonable standard of living, imagine 
the horror of reduced circumstances. 

We help people who have practically nothing — except 
memories of happier times in a happier age. 

Many of your Clients will understand and will sympathise with 
what we are trying to do. Many of them, if you suggest it, 
might like to remember us in their Wills or with a Covenant. 
After all, what greater gift can there be than giving another 
elderly person something to live for? 


DISTRESSED GENTLEFOLK’S 
AID ASSOCIATION 


VICARAGE GATE HOUSE * VICARAGE GATE * KENSINGTON LONDON W3 44Q 


“Help them grow old with dignity” 
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The YWCA helps 
young people 
everywhere 


In a world of shifting values some things are worth 
preserving. 

The "vie tradition of service to the young, for example. 
The YWCA houses 6,500 girls, young women — and young 
men. New building will provide another 300 places. But 
there are thousands more than this needing a decent place 
in which to live. 

YWCA Clubs offer the young reasonably-priced — and 
enjoyable — accommodation, and a place to go to find new 
interests. For young girls, our Further Education Courses 
help during the first difficult years at work. But above all, 
the YWCA gives the young a chance to serve others. 

Our field workers are active in new communities. in 
dilapidated areas, amongst young people everywhere. Last 
year we helped over 13,000 young bewildered travellers 
arriving at London railway stations. 


Please give, and please give today, to help carry on 
and increase our vital social work. 


YWCA of Great Britain 


National Offices, Hampden House, 2 Weymouth Street 
London W1N 4AX. Telephone 01—636 9722 





Snowjet 73/74 


Clarksons Snowjet ’73/74 is at your 
Travel Agent now — packed with snow 
and ski reading enough to carry you 
right through summer. 25 resorts in 
Austria and Spain; all chosen with the 
experience and intimate knowledge of 
the slopes that has marked Snowjet 
holidays for 5years. All daytime 
weekend flights, from Luton, Gatwick 
and Manchester. Plus the popular Snow 
Sun ’n’ Fun Parties for beginners; packs 
and options for experts. All put together 
at prices that leave you more 
than a little to spare for 
aprés-ski! Start planning 
for next winter now. Pick 
up this Snow jet brochure 
at your Travel Agent, 
or post the coupon. 





Address 


Name 


Tweet NL eS mmm 


Clarksons, Box 563, London SWI115RG. 


Please send me free Snowjet 773/74 


brochure. 
Iam also interested in 





Säll I e 


Winter Sun holidays (please tick) 


L 


VII 


| 
| 
J 


= S THE 


vum ACCOUNTANT October 25th, 1973 


PLANNED READING and PERSONAL GUIDANCE 
are offered in 


GEE’S SUPERVISORY MANAGEMENT STUDIES 


General Editor: C. S. Deverell, M.A., B.Sc.(Econ.), B.Com., F.C.LS., A.M.B.1L.M. 


SUPERVISORY MANAGEMENT STUDIES has been extended not only by the publication 
of No. 3, The Supervision of Production, but also by the provision of the training guidance 
service for individuals and companies mentioned below. 


The books so far available are: 


INDUSTRIAL RELATIONS AND COMMUNICATIONS 
by William Walsh, ACLS. 


SE DÉI ` The need to communicate is universal and millions of workers and management are involved in industrial 
pa acing & VAT relations. Mr Walsh's contribution is first a practical account of industrial relations today, seen through the 
(2p) U.K. eyes of middie management and supervision. Secondly, it surveys the problems of communication in an 


ZO overseas ` informal way. 


BUSINESS, FINANCE AND COSTS 
by C. S. Deverell, M.A., B.Se.(Econ.), B.Com., F.C.1.S., A.M.B.LM. 


Eee a The business side of industry involves decision-making and choice of economic activity. What is to be the 
-14 pos 








packing & VAT size of the firm and its scale of operation ? Where does a firm get its capital for growth ? What can its account- 

(2p) U.K. ing system tell us of its health ? How can a grasp of management control techniques help supervisory staff ? 

£2-33 overseas How can we become more market-orientated ? What is required in successful marketing other than sales- 
manship d 


The answers to such questions widen the understanding of the manager, whatever his personal responsi- 
bilities in business and industry. The author has covered them succinctly in his atcount of the business 
background to management. j 


THE SUPERVISION OF PRODUCTION 
by R. H. Hoggett, C.Eng., M.1.Prod.E., A.l.W.S.P., A.M.B.LM. 


Price £2:25 net The author covers the types of production, its planning and control, design, work study, stock control, 


eg plant maintenance, quality control and plant layout and gives an introduction to network analysis and 
(Op) UK operations research, 


£2-58 overseas His book is a practical and readable introduction to the fundamentals of the management of manufacturing 
activities which will be easily understood by non-specialists as well as those directly engaged in that field. 


A UNIQUE FEATURE OF GEE'S SUPERVISORY MANAGEMENT STUDIES IS THE 
PERSONAL SERVICE OF GUIDANCE ON MIDDLE MANAGEMENT AND SUPER- 
VISORY TRAINING AND DEVELOPMENT NOW OFFERED FOR THE FIRST TIME 
UNDER THE DIRECT CONTROL OF THE GENERAL EDITOR OF THE SERIES, MR 
C. S. DEVERELL, TO WHOM INQUIRIES AS TO TRAINING OR STUDY NEEDS SHOULD 
BE ADDRESSED BY COMPANY MANAGEMENTS OR INDIVIDUALS AT: 


GEE & CO (Publishers) LTD 
151 STRAND, LONDON WC2R "ll 


Publishers of The Accountant 01-836 0832 
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Relations Much Improved, 
says Deputy President 


L was a source of great satisfaction to 
the office holders and those members of 
the Council concerned with education 


_ and training that relations with students 


-had improved so markedly in recent 


months, declared Mr K. J. Sharp, T.D., 
M.A., F.C.A., Deputy President of the ICA 
in England and Wales, last Friday. 

Mr Sharp, who was speaking at the 
autumn seminar of the East Anglian 
Society of Chartered Accountants at 
Great Yarmouth, went on to point out 
that these improved relations would 
enable the reforms in education and 


training which were so necessary, to be 


developed more smoothly and quickly. 
“It is now apparent’, he said, ‘that there 
is and always has been more that unites 
than divides the student bodies and the 
Council in the development of future 


‘policy in this vital field’. He agreed that 


there would continue to be varying views 
on. the details of the policy which, he 
said, was as it should be. 

On salaries, Mr Sharp stated that there 
would no doubt continue to be disagree- 
ment ~ not so much on the desirability of 
adult students receiving adequate re- 
muneration, ‘there is general acceptance 


of this principle —but rather as to 


f 


— London CASS 


LONDON’S RESIDENTIAL 
COURSE 


As a result last year of its first ever suc- 
cessful Twickenham residential confer- 
ence ~ an addition to the familiar 
Cambridge and Oxford residential courses 
is to hold another 
Twickenham conference from December 
x3th to 15th under the general theme 
‘Accounting in the twentieth century’. 

The Society is again fortunate in having 
a number of distinguished speakers who 
include: Sir Ronald Leach, C.B.E., F.C.A., 
senior partner in Peat Marwick Mitchell 
and a member of the Council of the Insti- 
tute, Professor T. E. Gambling, PH.D., 
B.COM., F.C.A., of Birmingham University; 
and Mr J. M. Renshall, M.A., F.C.A., 
Technical Director, ICA in England and 
Wales. Subjects to be covered will in- 
clude human asset accounting, inflation — 
overall problems, company law — har- 
monization with the EEC, and social 
accounting. 

The course will be held at Maria Grey 





Mr Kenneth Sharp 


whether: it t was the Council’s duty to 
intervene ¿negotiations between prin- 
cipal and student. 

‘It is the present view of the Council 
that the matter is best dealt with by the 
avoidance of such intervention, but there 
should be available to students in each 
district society area suitable information 
to enable them to make their own deci- 
sions. ‘After ‘all’, said Mr Sharp, ‘there 
are many more important aspects to 
education and training than salaries.’ 


College, Twickenham, and the committee 
are again seeking the co-operation of all 
London firms to ensure that the attend- 
ance will be as good as last year’s. Articled 
clerks, together with qualified members, 
are invited to attend. The course fee is 
£27 and applications should be sent 
without delay to the Society’s offices, 43 
London Wall, London EC2M 5TB. 


_BIRMINGHAM’S COMPUTER 
COURSE 


Novemser 16th is the deadline date for 
applications by members of Birmingham 
CASS to attend the Society’s annual 
residential computer course which is 
being held at Nottingham University 
from December 15th to 17th. 

Now well and truly established, the 
course, which is being organized in con- 
junction with ICL, is designed for 
members with little or no computer 
experience. A wide range of lectures will 
deal with, among other subjects, ele- 
ments of a computer system, systems 
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analysis and design, financial modelling 


controls and audit, and ‘current develop- 
ments in how computers are affecting the 


` profession. 


Principals have been informed of the 
course, by the Society and it is suggested 
that members discuss it with them at the 
earliest opportunity. 

There will be a guest night dinner in 
Hall on Saturday when prominent mem- 
bers from the University and the protes- 
sion will be attending. 

The course fee is £18 and applications, 
together with fee, should be sent to 
David Lindsay, the Society’s secretary, 
Foundation Court, Steelhouse Lane, 
Birmingham B4 6EA. i 


MEETING WITH FRENCH 
STUDENTS 


Tue strong links which now exist between 
ACASS and the French student body, the 
Association Nationale des Experts Comp- 
tables Stagiares, is evidenced by the fact 
that from December 7th to gth approxi- 


_ mately 40 representatives from chartered 


students societies throughout the UK, 
including members of the ACASS Execu- 
tive, will be visiting Paris. The visit is 
intended to increase knowledge of the 
European accounting profession and help 
determine the opportunities within the 
EEC for professional advancement. 
The itinerary will include talks by 
members of international accountancy 


firms on opportunities in industry and . 


practice in the EEC, a visit to a large 
French industrial works, and discussions 
with French students which will include 
consideration of the position of other 
student accountants in Europe. 


NEW TRAINING RECORD 
A NEW, Training Record has been de- 
veloped by a Working Party of The Insti- 
tute of Chartered Accountants in England 
and Wales, and is being sent to a number 


of firms of varying size for use over a - 


trial period of three months. 

The Council of the Institute introduced 
the first Articled Clerk’s Training Record 
in 1971, when it was made available for 
use by members and students on a 
voluntary basis. It was intended that, 
when it had been adequately validated, 


the Council would make mandatory the ` 


use of the Record or some other document 
maintained by principals and approved 
by the Council. 

The Working Party has.been reviewing 
the Training Record in the light of the 
experience gained since its introduction, 
and it hopes to be able to consider the 
results of the current field test and to 
submit its final report in time for the 
revised Record to be published in the 
autumn of 1974. 
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EDINBURGH MEETING 


‘CoMPUTER auditing’ will be the subject 
of a talk to be given by Mr M. G. 
Crabtree, M.A., C.A., at the next meeting 
of The Chartered Accountant Students’ 
: Society of Edinburgh, on November 
28th, at 6 p.m. in the Main Hall of the 
ICA of Scotland, 27 Queen Street, 
Edinburgh. 

Members are requested to make every 
effort to attend and those wishing to join 
the Society should contact the secretary, 
James Clark, B.sc., 16 Abercromby Place, 
` - Edinburgh EH3 6L7. Telephone 556 
- , 864r. 
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` MANCHESTER'S NEW 
' CHAIRMAN AND SECRETARY 


 Huen MepLey and Robert M. White 
- have been elected chairman and secretary 
respectively of Manchester CASS. A 
member of the Society’s committee since 
September of last year, Hugh Medley, 
- in his capacity of chairman of the educa- 
tion sub-committee, has been largely 
responsible for the great strides in educa- 
- tion undertaken by the Society last year 
- ~ the series of one-day courses was re- 
instituted (18 will have been held by the 
end of the year), and other events have 
included a careers forum, and week-end 


courses, 





left, and the 
Society's new secretary, Robert White, ` 


Hugh Medley, Chairman, 


In his new role as chairman, one of his 
aims, he says, will be to improve com- 
munications with members, to try to 
make Manchester a ‘together’ Society, 
and to expand its activities. Hugh 


"` `. Medley was elected an ACASS council 


, member at the Society’s annual meeting 

` in September and is articled to Mr D. A. 
` Boothman, F.c.a., senior partner in 
Singleton, Fabian, Derbyshite, of Man- 
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chester, who is a member of the Council 
of the Institute. 

Robert White, the new secretary, is a 
graduate of Magdalen College, Oxford, 
and is currently in his final year of articles 
with the Manchester office of Arthur 
Andersen. À 

Previously the Society’s librarian, he 
was responsible for rebuilding the section 
devoted specifically to examination texts, 
He was also responsible for re-introducing 
the Society’s programme calendar, 

Robert White is at present organizing 
the Society’s survey of articled clerks’ 
working conditions, a questionnaire on 
which was recently sent to all members 
in the area. As chairman of the ‘local’ 
salaries campaign committee, he feels 
strongly about the fact that much has yet 
to be done to improve articled clerks’ pay. 


October 25th, 1973 


‘ 


NOTHING NEW! 


‘Ir is a general complaint on the part of 
articled clerks themselves that very little 
attention is paid by [principals] to the 
direction of their studies. In fact, it can 
scarcely be expected from [principals] 
in any degree of practice; their time is so 
much occupied with the duties of their 


profession that they can scarcely-take up ` 


the points which are requisite for looking 
after their education.’ : 

Members of ACASS might perhaps be 
tempted to look to recent literature for 


the source of this quotation. It is in fact’. 


taken ~ with the substitution of the word 
‘principal’ for ‘solicitor’ in two places — 
from the report of the Parliamentary 
Select Committee on Legal Education in 
1846. 








LETTER TO ROUNDABOUT 


An Appeal to Youth 


Sir, — The recent lack of constructive or 
effective communication between the 
Council of the Institute and the leaders of 
the Association of Chartered Accountants 
Students’ Societies is becoming an enor- 
mous bore and most of us would willingly 
forget all that has passed between them in 
recent months, if it were not for the in- 
escapable fact that the grievances over 
which the students are so angry, are indeed 
genuine and need d remedy, -preferably 
sooner rather than later; one questions not 
their motives but their methods. 

As a past leader of the Northern Char- 
tered Accountants Students’ Society — 
considered, incidentally, at that time to be 
a rebel — I feel the present situation should 
be brought into perspective. In the early 
sixties — some 12 years ago to be precise — 
the grievances of the students were two- 
fold, i.e., salary levels and standards of 
training, and it is these two shortcomings 
that still dull the good relationship that 

‘should exist between the two bodies if 
progress is to be made. In those days the 
establishment as represented by the Coun- 
cil was much less likely to be sympathetic 
to the outcries of youth — they even treated 
members in industry as second-class citi- 
zens — but in spite of this we always formu- 
lated our demands with dignity and 
respecting the wisdom of our elders. ` 

If success was merely measured by our 
ability to prise concessions and obtain 
improvements we could be classed failures, 

bur perhaps the methods we adopted at 
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least showed that a change in the con- 
stitution of the establishment was neces- 
sary. These changes are now taking place 
and the more enlightened Council is now 
much more likely to listen to and imple- 
ment the good ideas of youth, provided 
their views, are put forward without the 
present abuse and sheer cussedness that 
prevails at present. 

As with the universities, the power of 
militants lies in the apathy of the many, 


and the impression given to the members‘ 


is one of distaste arid irritation. There can 
be no doubt that great improvements need 
to be made both in the standards of 
training and the levels of salaries, and this 


can be brought about only by consultation, ` 


negotiation and enlightened thinking. 

If the students want to be represented 
at these discussions they must mend 
their ways and quickly, because the one 
undeniable fact that has to be faced by 
the young, however unpalatable and un- 


pleasant it. may be, is that although the ` 


students cannot hope to exist as an effec- 
tive body without the full support of the 
Council of the Institute, those in the 
establishment can survive quite happily 
without the support of the students. 


Yours faithfully, 


J. F. N. JACKSON, F.c.a. 
(previously Chairman, Northern 
Chartered Accountant Students’ 


Society) 
Chelmsford. 


01-402 8361 
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The Institute of Chartered 
Accountants of Scotland 


-1973 Autumn Diet of Examination 


PART IV 


Of the candidates who sat Part IV of the Institute’s examination on September 4th, sth, 6th and 7th, 1973, 
the underncted candidates passed. Their names appear in alphabetical order and are followed by the names 
of the firms of the principals to whom they were contracted or assigned. 


Statistics: At the 1973 autumn diet, 104 candidates (50°5 per cent), as listed below, were successful in 
Part IV. Over the 1973 spring and autumn diets combined, the pass in Part IV was 70-6 per cent Ge, of 
415 candidates who sat at one or both diets, 293 passed). 


Sien p: G. (John M. Geoghegan & Co, Edin- 

burg 

Alexander, K. I. (William Duncan & Co, Glasgow) 

Allison, R. H., va, (Peat, Marwick, Mitchell & 
Co, Glasgow) 


Ballantyne, D. N. (Wylie & Bisset, Glasgow) 

Bell, A..L. (Arthur Young McClelland Moores & 
Co, Edinburgh) 

Black, J. D. (Reid & Mair, Glasgow) 

Blaik, H. R. (Robert G. Morton & Son, Edinburgh) 

Bowes, A, G. (Touche Ross & Co, Glasgow) 

Brown, I. ]., B.A. (Robertson & Maxtone Graham, 
Edinburgh) 

Bruce, J., B.A. (Touche Ross & Co, Glasgow} 


Cadell, J. J., B.A. (Touche Ross & Co, Edinburgh) 
Crichton, D. J. S. (McKerrell, Brown & Gray, 
` Edinburgh) 


Daly, (Miss) M. E. (McLay, McAlister, & 
McGibbon, Glasgow) 

Donn, A. W., B.acc, (Hardie, Caldwell Ker & 
Hardie, Glasgow) 

Duncan, R. A., B.com. (Coopers & Lybrand, 
Glasgow) 


English, L. I. (F. D. Greenhill & Co, Glasgow) 
Evans, C. A., B.A. (William Duncan & Co, Glasgow) 


Fraser, G. K. (Wyllie Guild & Mclntyre, 
‘Glasgov) 


Garden, (Miss) S. E. (Whitelaw, Wells & Co, 
Edinburgh) 

Gardner, I. J. R., LL.B. (Davidson Smith, Wighton 
& Crawford, Edinburgh) 

Garland, K. A. (Moody Stuart & Robertson 
Dundee) 

Gemmell A. G. S., B.SC. (Graham, Smart & Annan, 


Edinburgh) , , 

Gilchrist, A. A. (Pannell, Fitzpatrick & Co, 
Glasgow) 

Gilmour, K. M., M.A. (Arthur Young McClelland 
Moores & Co, Dundee) 

Glahome, J. H., B.sc. (Clunie & Scott, Edinburgh) 

Gordon, A. F., M.A. (Tadeusz Z. Kwiecinski, 


Edinburgh) 

Gormley, R. (Thomson McLintock & Co, 
Glasgow) 

Gregg, D. H. G., B.A. (Brown, Campbell & Co, 


Edinburgh) 
Griffiths, R. McK. (Smith & Williamson, Glasgow) 
Gunstone, D. W., B.sc. (Henderson & Loggie, 
Dundee) 


Hanlon, J. F., B.sc. (Kidston Jackson McBain, 
Glasgow) 
Hay, B. (Lenehan, Scott & Co, Glasgow) 
Henderson, J., B.com. (Geddes, Beaton & Co, 
Edinburgh) 
Horn, D. G. (Touche Ross & Co, Glasgow) 
Howard, W. (Mann Judd Gordon & Co, Glasgow) 
Hunter, B. J. (A. G. Taggart & Co, Glasgow) 
Hunter, J. W. (Kerr, MacLeod & Co, Glasgow) 


Jamieson, D. F., B.A. (Chiene & Tait, Edinburgh) 
Jelly, R. G., B.A. (Touche Ross & Co, Glasgow) 


Kerr, G. J. H., B.sc, (Oswalds, Edinburgh) 


Lang, B. W. (George O. Thomson & Co, Lanark) 
Leggate, R. M., M.A. (Moody Stuart & Robertson, 
Dundee 


Loudon, R. McK., aa, (Brown, MacDonald & 
Fleming, Edinburgh} 


McCance, I. (Charles Burrows & Co, Edinburgh) 

McCall, L. I., B.acc. (Kidston Jackson McBain, 
Glasgow) 

McCall, M., LL.B. (Arthur Young McClelland 
Moores & Co, Edinburgh) 

Macdonald, W. A. (Arthur Young McClelland 
Moores & Co, Dundee) 

McDougall, I. A., M.A. (Kidston Jackson McBain, 
Glasgow) 

MacFayden, K. I. N. (Taylor & Ireland, Glasgow) 

McFadyen, R. (James Milne & Co, Aberdeen) 

McGibbon, (Miss) B. M. (Miller, McIntyre & 
Gellatly, Dundee) 

Macgillivray, A. McK. (Peat, Marwick, Mitchell 
& Co, Edinburgh) 

McGilvray, J. A. (McLachlan & Brown, Glasgow) 

McGruther, D. D. (D. M. McNaught & Co, 
Glasgow) 

McGuire, L. F. (Taylor, Lauder & Gemmill, 
Glasgow) 

McIntyre, C. (Downie, Wilson & Co, Glasgow) 

Mckay, J. G., B.com. (Chiene & Tait, Edinburgh) 

McKee, A. E. (Macharg & Son, Glasgow) 

Mackenzie, D. F., m.a. (Harmood Banner & Co, 
Edinburgh) 

MacKenzie, R. D., M.A. (Whinney Murray & Co, 
Edinburgh) 

McKinlay, D. F. (Davidson & Workman, Glasgow) 

McLean, P. J., Bsc. (Turner, Hutton & Lawson, 
Glasgow) 

MacLennan, D. A., B.acc. (Thomson McLintock 

- & Co, Glasgow) 

Macleod, D. P. (Davidson Smith, Wighton & 
Crawford, Edinburgh) 

Marchetti, C. A. (Stevenson & Kyles, Glasgow) 
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Maxwell, S. J., M.A. (Thomson McLintock & Co, 
Edinburgh) 

Meikle, A. (Leo Higney & Co, Glasgow) 

Michie, G. C. (Mackie & Clark, Glasgow) 

Mitchell, G. R., B.A. (Touche Ross & Co, Glasgow) 

Mitchell, H. T. (Grahams, Rintoul & Co, Glasgow) 

Mitchell, J. G., B.com. (Graham, Smart & Annan, 
Edinburgh} 

Morris, W. R., B.Sc. (Fleming & Wilson, Glasgow) 

Murphy, T. (C. O’Hara & Co, Glasgow) 

Murray, A. S., B.a. (Touche Ross & Co, Glasgow) 

Myles, W. M. L. (Arthur Young McClelland 
Moores & Co, Dundee) 


Pringle, M. D., B.com. (Thomson McLintock & 
Co, Glasgow) 


Quinn, J. A. (Kirk & Johnston, Glasgow) 


Ramage, P. A. (Kerr, MacLeod & Co, Glasgow) 

Renfrew, A. M., B.sc. (Coopers & Lybrand, 
Glasgow) 

Rimmer, G. T. (Bird, Simpson & Co, Dundee) 

Robertson, J. A., M.a. (Touche Ross & Co, 
Glasgow) x 

Russell, G., M.a. (Oswalds, Edinburgh) 


Sansum, B. R. W. (Henry Brown & Co, Kil- 
marnock) 

Scott, (Miss) E. S., m.a. (John M. Geoghegan & 
Co, Edinburgh) 

Shade, G. I. (Barstow & Millar, Edinburgh) 

Simpson, D. B. (Cram, Worsley, Robertson & 
Taylor, Dundee) 

Sinclair, A. C., M.A. (A. Galloway Brown & Co, 
Aberdeen) , 

Singer, P. R., M.A. (F. A. Ritson & Co, Aberdeen) 

Slorach, M. R. (Adam Ker & Sangster, Glasgow) 

Steel, R. B., LL.B. (Robertson & Maxtone Graham, 
Edinburgh) 

Stevenson, J. (Henry Brown & Co, Kilmarnock) 

Stewart, K. M., LL.B. (Kidston Jackson McBain, 
Glasgow) 

Stewart, P, M. (Touche Ross & Co, Glasgow) 

Symon, D. F., B.com. (Scott-Moncrieff, Thomson 
& Shiells, Edinburgh) 


Taylor, J. G. (Thomson McLintock & Co, 
lasgow) 
Thomson, C. M. (S. Easton Simmers & Co, 
Glasgow) 
Thomson, W. G. R., B.A. (Peat, Marwick, Mitchell 
& Co, Edinburgh) 
Timmins, A. (A. G. Murray & Co, Edinburgh) 


Warnock, J. F., B.sc. (Turner, Hutton & Lawson, 
Glasgow) 
Whyte, T. D. E- (Wardhaugh & McVean, Glasgow) 


Wilson, K. (J. Harley Hepburn & Co, 
Kirkcaldy} 
Wong, Hin-Bong, s.soc.sc. (Arthur Young 


McClelland Moores & Co, Glasgow) 
Wong, J. Tau-Sun, M.A. (Scott-Moncrieff, 
Thomson & Shiells, Edinburgh) 


Zanre, M. L. P., LL.B. (G. Maitland Wilson, 
Aberdeen) 


PART V 


Of the candidates who sat Part V of the Institute’s examination on September 4th, 5th, 6th and 7th, 1973, 
the undernoted candidates passed. Their names appear in alphabetical order and are followed by the 
names of the firms of the principals to whom they were contracted or assigned. 


Statistics: At the 1973 autumn diet, 177 candidates (59°4 per cent), as listed below, were successful in 
Part V. Over the 1973 spring and autumn diets combined, the pass in Part V was 71°2 per cent (i.e., of 
500 candidates who sat at one or both diets, 356 passed). 


Anderson, D. M. G. (Kerr, MacLeod & Co, 
Glasgow) 

Anderson, J. H. (F. D. Greenhill & Co, Glasgow) 

Andrews, R. R. (Coopers & Lybrand, Glasgow) 

Archer, J. A. B., B.A. (Graham Smart & Annan, 
Edinburgh) 

Armstrong, J. W. (Mann Judd Gordon & Co, 
Glasgow) 

Armstrong, W. D. (Pannell Fitzpatrick & Co, 
Glasgow) 


Bell, (Miss) A. M. (Kidston Jackson McBain, 
Glasgow) S 

Biggans, H. McC., B.A. (Kerr, MacLeod & Co, 
Glasgow) 

Birse, G. S. (Charles Burrows & Co, Edinburgh} 

Black, D. H. J. (Arthur Young McClelland Moores 
& Co, Edinburgh) 

Bowden M. J. (Robertson & Maxtone Graham, 
Edinburgh) - 

Breingan, R. McB. (Grahams, Rintoul & Co, 
Glasgow) 


Brodie, K. D., LL.B. (Peat, Marwick, Mitchell & 
Co, Edinburgh) 

Brown, D. G. (A. G. Murray & Co, Edinburgh) 

Brown, J. M. D. (Mackie & Clark, Glasgow) 

Brown, P. McK. (Paterson & Steel, Glasgow) 

Brownlee, A. F. W. (Thornton Baker & Co, 
Edinburgh) 

Buchanan, A. E. (Adam Ker & Sangster, Glasgow) 


Caldwell, J. (Nelson Gilmour, Scott & Co, 
Glasgow) 

Campbell, A. K., m.a. (Thomson McLintock & 
Co, Glasgow) 

Campbell, C. W. (Mann Judd Gordon & Co, 
Glasgow) 

Campbell, G. F., B.com. (Graham, Smart & Annan, 
Edinburgh) 

Campbell, J. S. (Arthur Young McClelland Moores 
& Co, Edinburgh) 

Chisholm, I. M. (John M. Geoghegan & Co, 
Edinburgh) 

Clark, S.C. S. (Thomson McLintock & Co, London) 
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Collins, S. N. Gsis & Lybrand, Glasgow) 
Cook, M. D. (Finnie, Ross, Welch & Co, Glasgow) 
r Copeland, J. D. (Thomson McLintock & Co, 


Glasgow) 

Corbett, (Miss) C. (Hardie, Caldwell Ker & 
Hardie, Glasgow) 

Cowie, J. M. (Moody Stuart & Robertson, Dundee) 

Crawford, J. M. B., B.A. (Thomson McLintock & 
Co, Glasgow) 

Curwen, R. (Kerr, MacLeod & Co, Glasgow) 


Deans, A. C. (Scott & Paterson, Edinburgh) 

Denholm, C., LL.B. (Thomson McLintock & Co, 
Glasgow) 

Dickson, M. I. (Arthur Young McClelland 
Moores & Co, ene 

Donnelly, W. A. (Kerr, MacLeod & Co, Glasgow) 

Duncanson, (Miss) S. A. R., B.A. (Thomson 
McLintock & Co, Glasgow) 


Egbuna, (Miss) A. N. (Thomson McLintock & Co, 


Edinburgh) 
.- Ewing, M. D. (Mackie & Clark, Glasgow) 


Fairbairn D. McK., LL.B. (Grahams, Rintoul & 
Co, Glasgow) 

Finniston, B., LL.B. (Coopers & Lybrand, Glasgow) 

Fleming, A. A. (Thomson McLintock & Co, 

" Glasgow) 

Fleetwood, J. P., B.A. (Peat, Marwick, Mitchell & 
Co, Edinburgh) 7 

\ Fortune, D R. (Davidson Smith, Wighton & 
Crawford, Edinburgh) 

Fraser, GR B.SC. (Arthur Young McClelland 
Moores & Co, Edinburgh) ` 


Gardner, R. I.-(Thomson McLintock & Co, 
Glasgow) 
Gellatly, D. A. S., LL.B. (Davidson Smith, Wighton 
. _ & Crawford, Edinburgh) 
Gemmell, D. 7. . (Grahams, Rintoul & Co, Glasgow) 
Gordon-Walker, J. P., B.sc. (Thomson McLintock 
& Co, Glasgow) 
Govan, D. C., B.sc. (Robertson, Carphin & Co, 
Edinburgh 


Grant, N Nee (Pannell, Fitzpatrick & Co, Glasgow) 
Grant (Miss) P. J. (Miller, McIntyre & Gellatly, 
undee 


Grant, R. F., B.A. (Watson & Galbraith, Glasgow) 

Gray, A. S., LL.B. (Peat, Marwick, Mitchell & Co, 
Edinburgh) 

Guild, (Miss) M. C., 
McClelland Moores & Co, Edinburgh) 

Gunn, C. J., B.coM. (Arthur Young McClelland 
Moores & Co, London) 


Haddow, D. (Touche Ross & Co, Glasgow) 

Hall, D. (Chalmers, Impey & Co. Glasgow) 

Hamill, . (Welsh, Walker, Ritchie & Co, 
que 

Barden, R. G. C., M.a. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Hodgson, M. J., 8.com. (Harmood Banner & Co, 
Edinburgh) 

Hogarth, (Miss) M. R. A. (Thomson McLintock & 
Co, London) 

Holmes, M. D. (Arthur Young McClelland Moores 
& Co, Glasgow) 

Hood, (Miss) M. E. (J. & R. Morison & Co, Perth) 

Horne, G. W., LL.B. (Oswalds, Edinburgh) 

Howarth, C. D., B.com. (Graham, Smart & Annan, 


Edinburgh) 
J., B.A. (Whinney Murray & Co, 


Hudson, Me 

Edinburgh 
Hunter, Gs L. (Kerr, MacLeod & Co, Glasgow) 
Hymans, R. (Thomson McLintock & Co, London) 


Irvine, (Miss) S. M. (Bird, Simpson & Co), Dundee 


. Jackson, N. D., B.com. (Arthur Young McClelland 
` Moores & Co, London) 
Johnston, (Miss) A. C. S. (Chalmers, Impey & Co, 
Glasgow) ` ` 
Johnston, A. (William J. Young & Brown, Glasgow) 
Johnston, D. McC., B.com. (Touche Ross & Co, 


LL.B. (Arthur Young 


Edinburgh) 
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Kay, G. J. 
Edinburgh) 

Kee, G. H. (Gillespie & Anderson, Glasgow) 

Keith, E. (S. Easton Simmers & Co, Glasgow) 

Kerr, C. I. A. (Robertson & Maxtone Graham, 
Edinburgh) 

Kerr, D. McD. (Kerr, MacLeod & Co, Glasgow) 

Klein, (Miss) M. G. A. (James Murray & Co, 
Cupar) 


(Robertson & Maxtone Graham, 


Lawson J. F. (Kerr, MacLeod & Co, Glasgow) 

Lawson, R. G., psc (Peat, Marwick, Mitchell & 
Co, Glasgow) 

Lennox, J. S. G. (Peat, Marwick, Mitchell & Co, 
Glasgow) 

Lindsay, G. (Bird, Simpson & Co, Dundee) 

Links, B. I., B.A. (Kerr, MacLeod & Co, Glasgow) 

Lockley, N. P. (Peat, Marwick, Mitchell & Co, 
Glasgow) 

Lyall, A. J. (Graham, Smart & Annan, Edinburgh) 


McArthur, D. H. (Kidston Jackson McBain, 
Glasgow) 

McCafferty, J. D., 
Glasgow) 

McCallum, J. (Festus Moffat & Co, Falkirk) 

MacDonald, H. F. (Grahams, Rintoul & Co, 
Glasgow) 

Macdonald, I., LL.B. (Mann Judd Gordon & Co, 
Glasgow) 

McDonald, S. (Oswalds, Edinburgh) 

McGill, S. R. (Henderson & Loggie, Dundee) 

McIntosh, A. W. (McLachlan & Brown, 
Glasgow) 

Mackay, D. J., B.sc. (Thomson McLintock & Co, 
Glasgow) 

Mackay, I. M., B.com. (Whinney Murray & Co, 
Edinburgh) 

McKay, S. J. T. (G. Maitland Wilson, Aberdeen) 

McKay, W. I. (Adam Ker & Sangster, Glasgow) 

MacKenzie, K. McA., M.A. (Thomson McLintock 
& Co, Aberdeen) 

Mackie, (Miss) A. M. (John E. Watson & Co, 
Glasgow) 

Mackie, J. (Mackie & Clark, Glasgow) 

McKillop, M. L., B.A. (Arthur Andersen & Co, 
Glasgow) 

McLaughlin, J. D., LL.B. (Thomson McLintock 
& Co, Glasgow) 

McLean, C. R. (Coopers & Lybrand, Glasgow) 

McLean, J. E. (Crawford & Angus, Dunoon) 

McQueen, W. G., ps (Robertson & Maxtone 
Graham, Edinburgh) 

Millar, C. A., B.sC. (Harmood Banner & Co, 
Edinburgh) 

Mitchell, J. B., LL.B. (Oswalds, Edinburgh) 

Moore, D W. ’ (Paterson & Steel, Glasgow) 

Morrow, D. W., LL.B. (Whinney Murray & Co, 


B.A. (Coopers & Lybrand, 


Glasgow) 
Moss, J. M. E. (Thomson McLintock & Co, 
London} i 
Neilson, W. B., B.sc. (Peat, Marwick, Mitchell & 
Co, Glasgow) 


Nelson, B. R. (Thomson McLintock & Co, London 

Newton, B. M. (Bertram G. Samuels & Co, 
Glasgow) 

Norrie, D. W. (Meston & Co, Aberdeen) 


Ogilvie, A. S., M.A. (Oswalds, Edinburgh) 
Orr, M. J. (Welsh, Walker, Ritchie & Co, 
Greenock) 


Paterson, I. W., B.A. (Turner, Hutton & Lawson, 
Glasgow) 

Paterson, J. M. (Thornton Baker & Co, Edinburgh) 

Perrins, P. L. (Davidson Smith, Wighton & 
Crawford, Edinburgh) 

Pollock, G. J. H. (Whinney Murray & Co, 
Edinburgh) 

Preston, G. B., B.A. (Mann Judd Gordon & Co, 
Glasgow) 


Quirk, N. L. (Whinney Murray & Co, Glasgow) 


- -> Oċtober'25th, 1973 
Ramsay, L. J. (Wylie & Hutton, Edinburgh) 
Ramsay, S. (James Murray &-Co, Montrose) 
Ratchford, J. J. (Crawford & Angus, Dunoon) 
Reid, N. H, LL.B. (Williamson & Dunn, Aberdeen) 


Robb, EM SC A. (Downie, Wilson & Co, KEE 
Robb, W D. (Hardie, Caldwell Ker & Hardie, 
Glasgow) 


Robinson, N. (Wylie & Bisset, Glasgow) 

Rolland, G. W., B.A. (Arthur Young McClelland. 
Moores & Co, Glasgow) 

Ross, N. St C. (Robertson & Maxtone Graham, 
Edinbur, gh) 

Russell, C. Ka (Paterson & Benzie, Glasgow) 


Saffouri, U. G. (Peat, Marwick, Mitchell & Co, 
Glasgow) 

Salton, W. (McLay, McAlister & McGibbon, 
Glasgow) 

Scobie R, M. (Harmood Banner & Co, Edinburgh) 

Scott, D. K. (Scott, Peden & Co, Edinburgh) 

Scott” W. R., B.sc. (Touche Ross & Co, Edinburgh) 

Seligman, N. H. (T. C. Garden E Co, Edinburgh) 

Shaw, D. R., pa, (Hardie, Caldwell Ker & Hardie, 
Glasgow) 

Shearer, D. F. (Whinney Murray & Co, Edinburgh) 

Sim, I. A. (Graham, Smart & Annan, Edinburgh} 

Sim, R. A. (Thornton Baker & Co, Edinburgh) 

SE, I. SCH (John R. Morison & Co, Perth) 

Sloan, C. (Arthur Young McClelland Mooie 
& Ge Glasgow) 

Smith, A.C, (Henderson & Logie, Dundee) ` 

Smith, W. (Stevenson & Kuyles, Glasgow) 

Smith, W. H. P., B.SC. (Arthur Young McClelland 
Moores & Co, Edinburgh) 

Smyth, R. T. (Galbraith, Dunlop & Co, Glasgow) 

Steele, A. B. D., B.A. (John M. Geoghegan & Ço, 


Edinbur, gh) 

Stephen, J C. (MeLachlan & Brown, Glasgow) ‘ 

Stevely, R. B. (Peat, Marwick, Mitchell & Co, 
EC 

Stevenson, R. (Cram, Worsley, Robertson & 
Taylor, Dundee) 

Storie, W. R., B.A. (Thomson McLintock & Co, 
Glasgow) 

Strang, J. S. (S. Easton Simmers & Co, Glasgow) ~ 

Sutherland; J. C., B.com. (Arthur Andersen & Co, 

ondon 
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Tait, D. L. (Stewart Harcus, Edinburgh) 
Taylor, A . C. (John M. Geoghegan & Co, 
slenrothes) 


Taylor, D. R. (Kidston Jackson McBain, SC 

Templeton, M. L. A. (Paterson & Steel, Glasgow. 

Thom, (Miss) A. C. M. (Andrew A. B. Philip, 
Aberdeen) x 

Thomson, C. N., LL.B. (Peat, Marwick, Mitchell 
& Co, Glasgow 

Tollan, J. (Grahams, Rintoul & Co, Glasgow) 

Turnbull, N. W. (Robertson & Maxtone Graham, 
Edinburgh) 


Vicca, L. O. (Arthur Young McClelland Moores 
& Co, Aberdeen) 


Waddell, J. G. (R. C. Thomson & Murdoch, 
Dundee) 

Watson, L. M. (Taylor, Lauder & Gemmill, 
tae ae 

Wild, M. P. (Robertson & Maxtone Graham, 
Edinburgh) - 

Wilkinson, W., B.A. (Robertson & Maxtone 


Graham, Edinburgh) 
Williams, (Miss) J. M. (Mann Judd Gordon & Co, 


Glasgow) 

Williamson, D., B.sc. (Robertson, Carphin & Co, 
Edinburgh) 3 
Wilson, H. A (Turner, Hutton & Lawson, 
Glasgow) 

Winchester, (Davidson Smith, Wighton & 


Crawford, ege 

Winton, J. A, (Arthur Young McClelland Moores 
& Co, Dundee) 

Wong, Man Ying, B.com. (Oswalds, Edinburgh) 


Youngman, C. (Robb, Ferguson & Co, Glasgow) 
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PROFESSIONAL NOTICES 


BINDER, HAMLYN & Co and SINGLETON 
FABIAN, DERBYSHIRE & Co, Chartered 
Accountants, announce that they will 
merge their United Kingdom practices 
on May ist, 1974. From that date the 
merged practice will be carried on in the 
name of BINDER HAMLYN SINGLETON 
FABIAN. 


DinspaLe Young & Co, A. D. BisHop 
& Co and A. H. pa Costa & Co, Char- 
tered Accountants, announce that their 
practices will amalgamate as from Novem- 
ber 1st, 1973. The partners, who will 
practise under the style DINSDALE YOUNG 
& Co, at 4 High Street, Hampton Wick, 
Kingston upon Thames, Surrey, will be 
Messrs SOHN HENRY MAUNDERS, F.C.A., 
ANTHONY Davin BISHOP, F.c.A., and 
` ANTHONY HOWARD DA COSTA, A.C.A. 


LANCASTER, LITTLEJOHN '& Co, Char- 
tered Accountants, announce that Mr 
GEORGE RAYMOND APPLEYARD, F.C.A., 
retires from the partnership on October 
3ISt, 1973. 

PANNELL Firzpatrick & Co, Char- 
tered Accountants, announce that Mr 
CG M. Jenson, A.c.a., will be admitted 
to partnership in their Manchester office 
with effect from November rst. 


APPOINTMENTS 


Mr David Arnold, a.c.c.a., has become 
financial accountant of Mann Egerton & 
Co. 

Mr R. T. Bhatt, a.c.c.a., A.M.B.I.M., 
has joined the board of directors of 
Leslie McCombie & Co, in addition to 
his duties as group secretary and man- 
agement accountant of the company. 


- Mr -M. J. Bye, A.c.c.a., has been 
appointed accountant of Gestetner Dupli- 
cators. 

Mr Leonard Eames, a.c.c.a., has 
become Lecturer in Accountancy and 
Business Administration at Portsmouth 
Polytechnic. 


Mr Ronald Harry Goose, a.c.c.a., has 
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become management accountant of 


Queensway Discount Warehouses. 

Mr Michael Gotts, F.c.a., has been 
made secretary of Mann Egerton & Co, 
in addition to his present position as 
group chief accountant. 

Mr Basil Bush, F.c.A., F.H.A., formerly 
regional treasurér of the East Anglian 
Regional Hospital Board, has been 
appointed regional treasurer of the East 
Anglian Regional Health Authority. 
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Mr Basil Bush Mr Walter Howey 


Mr Walter Howey, A.C.A, has been 
appointed general manager of the Kent- 
based coating and laminating division of 
St Regis Paper Group, British Sisalkraft. 

Mr B. H. Greenaway, F.C.A., has been 
appointed to the board of Eldridge 
Stableford & Co as financial director. 

Mr G. C. Howsden, A.C.C.A., has been 
appointed assistant secretary of Cannon 
Street Investments. 

Mr Kenneth Kiely, F.C.M.A., has been 
made a director of Hamworthy Engineer- 
ing, a member of the Powell Duffryn 


. group. 





Mr Kenneth Kiely Pettitt 

Mr D. G. Pettitt, A.C.C.A., deputy 
managing director of James Halley & 
Sons (Baker Perkins group), will become 
managing director of James Halley in 
January 1974- 

Mr Paul Jarvis, A.C.A., has been 
appointed deputy group chief accountant 
of Mann Egerton & Co. 

Mr G. S. Simpson, F.C.A., has been 
appointed a director and finance manager 
of Shell UK in succession to Mr R. T. 
Edwards who retired on August 31st. 

Mr Ralph Temple, F.c.a., has become a 
director of Tesco - Stores (Holdings), 


> 
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responsible for group administration and 
local finance. 

Mr G. N. Thornton, T.D., C.A., A.T.LL, 
deputy group comptroller of Royal 
Insurance, becomes group comptroller 
on January rst, 1974. He will be succeeded 
as deputy group comptroller by Mr L. F. 
Pocock, F.C.C.A.„ at present chief ac- 
countant and taxation manager. 


IN PARLIAMENT 
Inland Revenue: Public Relations 


Mr Epwarp TayLor asked the Chan- 
cellor of the Exchequer if he is satisfied 
with the facilities available to the general 
public to discuss their income tax 
problems with the Inland Revenue. 

Mr Nort: Yes. The Inland Revenue 
has a network of 59 local inquiry offices, 
29 of which are in Scotland, The re- 
maining 30 are in the London and Home 
Counties region covering the area from 
which PAYE has been dispersed to the 
provinces. In the 12 months ended 
August 31st, 1973, the local inquiry offices . 
have dealt with more than 1,100,000 
inquiries either made in person or by ` 
telephone. Over 100,000 of these were 
dealt with by inquiry offices in the 
Glasgow area. 

Hansard, October 
answers, col. 59. 


16th. Written 


Charities: Taxation 


Mr Jupp asked the Chancellor of the 
Exchequer whether he will undertake a 
special study into the impact of existing 
taxation policy on the work of charities; 
and whether he will make a statement. 

Mr Nort: The effect of taxation policy 
on charities is kept under continuing 
study by the Revenue departments. 

Hansard, October 18th. Written 
answers, col. 261. 


Pensioners: Income Tax 


Mr Meacuer asked the Chancellor of the 
Exchequer what proposals he has to 
redress the anomaly whereby retirement 
pensioners who are due for a pension 
increase in the autumn are made liable 
for income tax at the appropriate annual 
average rate during the part of the 
financial year prior to the pension 
increase; and if he will permit an election 
to be made by pensioners that an increase 
in their income tax liability should be 
postponed till the pension increase is 
actually received. 

Mr Norr: This autumn’s pension 
increases were not taken directly into 
account in PAYE codes before payment 
of them began. Where, however, a pen- 
sioner is entitled to marginal age exemp- 
tion relief, an estimate of his total annual 
income had to be made by the tax office 
before the start of the year to determine 
his PAYE code; and in these cases the’ 
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increase was included in the estimate, un- 
less the pensioner requested otherwise. 

‘Hansard, October 18th. Written 
answers, col. 272. 


ICA RE-ADMISSIONS 


The Institute of Chartered Accountants 
in England and Wales has announced 
the following re-admissions to member- 
ship under Clause 23 of the Supplemental 
Royal Charter: 


Francis Osarenren Aghayere, 
Nigeria. 

Myo Min, a.c.a., Rangoon, Burma. 

Gillian Margaret Smith (Mrs), A.C.A., 
Newmarket, Suffolk. 


A.C.A., 


SCOTTISH CA COURSES 


Two important courses are to be held 
next month by the Post Qualifying 
Education Department of The Institute 
of Chartered Accountants of Scotland — 
one on current taxation, the other on 
audit and control of computers. Both are 
open to accountants and non-accountants 
alike. 

The one-day course on current taxation 
will be held in three cities: Edinburgh 
(November 6th); Aberdeen (November 
13th); and Glasgow (November 2oth). 

` The object of the course is to consider the 
practical implications of the taxation 
system as it now stands, including cor- 
poration tax, personal tax, and VAT. The 
fee will be £16-50. 

The course on audit and control of 
computers is to be held at Peebles 
Hydro from November 26th to 28th and 
will identify some of the problems in- 
herent in developing and controlling 
computer-based accounting systems, and 
discuss possible solutions. The inclusive 
fee is £55. 


STOCK EXCHANGE DAILY LIST 
Change of Address 


The office of the Stock Exchange Daily 
Official List is to move from 14 Austin 
Friars to 26 Austin Friars on October 


2gth, 1973. 


LONDON CHARTERED 
ACCOUNTANTS’ EASTBOURNE 
CONFERENCE 


Chartered accountants in practice should 
find the next residential conference 
organized by the London and District 
Society of Chartered Accountants of 
considerable interest. To be held at the 
Grand Hotel, Eastbourne, from Thurs- 
day to Saturday, November 15th—17th, 
the subject will be ‘Auditing standards’ 
and the panel of distinguished speakers 
will include Mr Ernest L. Hicks, C.P A., 
of Arthur Young & Co, New York, the 
Chairman of the Auditing Standards 
Executive Committee of the American 
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Institute of Certified and Public Account- 
ants, who will discuss the American ex- 
perience of auditing standards. 

The conference will be under the 
chairmanship of Mr Brian Walters, 
F.C.A., and the other speakers will include 
Mr Martin Harris, F.c.a., on ‘The need 
for auditing standards’; Mr Tony 
Pinkney, F.c.a., on ‘What kind of stand- 
ards and how can they be made effective’; 
Miss Mary Arden, M.A., LL.B., LL.M., 
Barrister, on ‘What is, or what should be, 
the auditors’ liability? and Mr Graham 
Corbett, F.c.a., on ‘Future developments 
in auditing’. 

The conference fee is {45 plus £4'50 
VAT, to include accommodation and 
meals, and applications should be ad- 
dressed to the London and District 
Society of Chartered Accountants, 56 
Goswell Road, London EC1M 7AY. 


MODERN AUDITING 
DISCUSSION GROUP 


The next meeting of the Modern Audit- 
ing Discussion Group of the London and 
District Society of Chartered Account- 
ants is to be held on Thursday, November 
6th, at 6 p.m., in the penthouse, St 
Alphage House, 2 Fore Street, London 
ECz2. 

Mr L. I. Briegal, F.c.a.. and Mr P. 
Lynn, F.c.a., of Mark Banus and Co, 
will introduce the subject ‘Practical 
Modern Auditing’. It is hoped also to 
discuss topics which members would 
like to consider during the 1973-74 
session. 

Further details about the meeting and 
the Group are available from Miss M. 
Mannington, F.c.a., Sydenham, Snowden, 
Nicholson & Co, 27 Martin Lane, 
Cannon Street, London EC4R oDU. 


INTERNATIONAL FISCAL 
ASSOCIATION 


British Branch Programme 


Next week’s meeting of the British 
Branch of the International Fiscal Asso- 
ciation, on October 3oth, will be devoted 
to preparation of draft reports for the 
IFA 1974 Congress, to be held in 
Mexico City. Other meetings scheduled 
for 1973 are: 
November 13th: ‘VAT on overseas 
services’, by Mr J. S. Marson. 
November 27th: Tax workshop on the 
Bowater case (credit for underlying 
tax). 
December 11th: Tax workshop on 
aspects of foreign borrowing. 


The Branch annual general meeting 
will be held on May 14th, 1974. The 
secretary is Mr D. Neil C. Gray, FO Box 
133, 6 St James’s Square, London 
SWrY 4LD (01-930 2399). 


October 25th, 1973 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The Accountants’ Christian Fellowship’s 
next monthly meetings for Bible reading 
and prayer will be held on Monday, 
November 5th. The theme of the 
current session’s meetings is Jesus’s state- 
ment ‘By their fruits ye shall know them’, 
and the November meetings will review 
‘Love’ in this connection. 

The City meeting will be at 1 p.m. in 
the vestry of St Peters-upon-Cornhill, 
London EC3 (entrance in Cornhill, near 
Gracechurch Street) and will be led by 
Mr Douglas Combridge. Buffet lunch will 
be available (charge 30p) during the 
meeting. 

The parallel meeting in the West End 
will be at the same time in the boardroom 
of the Bible Reading Fellowship, -2 
Elizabeth Street, London SW1 (opposite 
Victoria Coach Station) and will be led 
by Mr David Ginnings. Bring sandwiches 
— coffee is provided. 


GOLF 


The annual golf meeting of the Leeds, 
Bradford and District Society of Char- 
tered Accountants was held at Ilkley 
Golf Club on October 4th. 

The Blackburn Cup, played off handi- 
cap, was won by Mr K. Russam. 

The Holiday Cup for the best gross 
score was won by Mr C. D. Wilcher. 

The leading scores were as follows: 


Blackburn Cup 


K. Russam (12) .. .. 35 points 
K. R. Broadley (21) 24 

C. M. Russam (12) es "IL Ze 
M. J. Baty (34) .. om ` BB cy 
Holiday Cup 

C. D. Wilcher .. 77 points 
M. J. Kaye Se .. 80 ,, 
K. Russam K 81 


The players were Ste to welcome 
the President, Mr L. B..Eagle, who pre- 
sented the cups to the winners. 
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S Every £5,000 invested now, 
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tive commission terms. Or 


Income Bond could be nearly 11% p.a. - 
Court, Petersfield, 


guard Assurance Limited, Swan 
hire-GU32 34Q, Telephone Petersfield (STD Code 0730) 3281. 


Save 





advertising will bring in even more clients for these Phase Three Bonds. 
It's a secure choice too. Saveguard is a wholly owned subsidiary of 


For any sum over £1,000, this is today’s best recommendation. Earlier 
Lifeguard Assurance Limited, whose Fund now exceeds £35 million. 


bank and building society rates, Saveguard Bonds are guaranteed to 
Saveguard Bond issues proved highly popular and national 


This could be a unique opportunity. Today’s high interest rates 
enable us to introduce a new and strictly limited issue of Saveguard 
Bonds. The figures on the right show the impressive return your 
figures, and here is the salient feature — unlike the headline-making 
stay at these record high levels to the end of their term. 

Lifeguard was formed by a group of Lloyd’s members, brokers and 
We're ready, are you ? Contact your nearest Lifeguard Group office 
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"19. Double Taxation Relief. Relief for Non-Residents, Trusts. 
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* EVERYTHING YOU NEED TO KNOW ! 


Every year we produce two self-study tax manuals or courses—referenced SS.) 
and 55.2—which assume no basic knowledge yet are sound and practicol, They 
help all students and practitioners who wish to keep up to date. Over 50°, 
of our Members are qualified accountants or solicitors. Our register reads like a 
Who's Who. CLEARLY, AN ANNUAL SUBSCRIPTION TO THE COLLEGE 
OF TAXATION IS AN ESSENTIAL PART OF PROFESSIONAL LIFE, Even 
those who do not use tax every day find that on annual subscription Is cheap 
Insurance ‘against obsolescence. The courses are lectures In an informal, chatty 
style. You will enjoy them? 

CONTENTS. FULLY UP-DATED FOR 1973-74, 


AA 
Sei, UNIFIED TAX, CAPITAL GAINS TAX AND CORPORATION 
" Tax, {Fee £25 plus postage and packing.) 
1. Administration. Persona! Allowances and Reliefs, Interest and Charges, 
2. Sch. D. Cases Í and 1. Adjustment of Profits. 
3. Basis of Assest. Commencement and Cessation. Change of Accounting Date, 
A. Capital Allowances, 5. Capital Allowances (Ctd.). 6. Losses. 
7. Partnership. Separate Assest. 8. Sch. B, C, D. Cases Ill, IV and V, 
9. Sch, D. Case VI. Sch, A, 10. Sch, E. 
Il. C.G.T. Introduction. Exemptions and Reliefs. 
12. C.G.T, Exemptions and Reliefs (Ctd). 
13, C.G.T. Companies, Husband and Wife. Wasting Assets. Options, 
14. C.G.T. Quoted Securities. Takeovers. Bonus and Rights. 
15. Corpn. Tax. Principles. Income and Charges. 
16. Corpn. Tax. Losses and Group Relief. 
17. Corpn. Tax. A.C.T., including accounts treatment. 
~, I8. Corpn, Tax. Close Companies. Amalgamations and Liquidations. 


20, Discovery. Negligence. Fraud. Back Duty. 
S52. EXECUTORSHIP AND ESTATE DUTY. (Fee £12.50 plus p. and p.) 


1. The Will and Personal Representatives, 

2. Estate Dury, 3. Estate Duty (Ctd.). 

4. Estate Duty (Crd.). 

5. Legacies. Distribution of Estate. 

6. intestacy. Advancement and Hotchpot. 

7. Statutory Apportionment. Writing-up 
Problems. 

8. Equitable Apportionment. 

9. Trusts and Trustees. 10. Trustees, 














1974 PROGRAMME 


oin The College Of Taxation el 
enjoy UHT COULSES vousy nezer 


* PRESENTED FOR EASY LEARNING ! 


Your time is valuable. You want courses with flowing outlines, punctuated by essential 
detail, illustrated by numerous examples and with practical value. Your courses are here 
. +. the result of painstaking research, tried and tested in tecture halls and so revolutionary 
that even Revenue people enrol with us. Consider these valuable points:- A You receive 
entire courses immediately. You are told how to programme your own studies. (N.B, We 
do not get the profit on correspondence courses which is said to come from students who do 
not complete the course. You get the entire course to dip into or master, as you please.) 
K Fully indexed and referenced to the Statutes. You can hardly be more up to date, You 
can look up points ANY WHERE IN THE COURSE immediately, yy Fully “furnished” with 
“tables” of statutes, cases and contents. You can go as deeply as you like. You have the 
facts in numerous legal cases. Ideal for potential specialists, ye Plenty of examination 
questions and detailed answers, You overcome the shortage of updated practise material, 
so essential to get speed and confidence up. yk Printed one side of paper only. What an 
expense! But what o marvellous thing for members. $g Laose-leaf. It would be cheaper to 
give the course traditional binding bur thet would not be as easy for members to use. Some 
members take a lecture-a-day to the office, reading it on the train. yx Foolscap pages set in 
8 point type enables complete computations to be seen at-a-glance. (N.B. The panel below, 
describing The Annual Certificate in Taxation, is set in 8 point type.) ye No textbooks 
required. The $S.1 course runs to nearly 300 pages, It is equivalent to a 500 page standard 
work on tax but is easier to work and is completely updated. ye No supplements. Ak Up- 
dating. The entire courses are updated each year. It would be cheaper to do a long run and 
sell over 4 or 5 years with supplements but that would rot help our members who would have 
to go through updating every example.’ Helping members is our prime concern. Ar No test work 
ts submitted. There is no waiting for answers to be corrected, You know within minutes if 
you are correct, Thus, there is nothing to “‘untearn’’. yg Query service. H you have a problem 
ON THE COURSE MATERIAL ONLY, simply use the No Carbon Required MESSAGE- 
REPLY FORM provided. We reply as soon as possible. yx Guide cards between lectures for 
easy reference Ak Copious aide-memoiresy& SS.1 contains an introduction on exame 
Ination technique. Ak Lead notes on every topic, many of which are greeted by students as 
“The best summary | have ever seen on such-and-such”’. A barrister congratulates us on our 
piece on Settlements. On "Discovery", well . . . let's be modest . . . you will discover. 
X Copyright STEP-BY-STEP approaches to many computations. You are taken by 
the hand and led through the intricacies until they are intricacies no more. 


* BACKED BY CASSETTES! 


Both courses are available on pre-recorded cassettes as an optional extra provided you 
have already purchased the relevant self-study course. Please ask for details when ordering 
your course, Cassettes may be purchased or hired, 


MEMBERSHIP ARRANGEMENTS 


Although firm dates cannot be given, SS.1 course should be available at end of January, 
$974, and $5.2 should be available in March. Applications for courses are deemed an 
acceptance of College rules and professionat etiquette. The courses are produced, com- 
pletely updated, for the following three classes of Membership:- 


ASSOCIATE MEMBERS which are Subscriber Members who take both SS.1 and SS.2 
courses every year. They must formally apply for admission as Associate Members of The 
College and, if accepted, are entitled to use the designatory letters ACT meaning Asso- 
date of The College of Taxation. From 1975 inclusive onwards Associate Membership is 
restricted to those Subscriber Members who have obtained the ANNUAL CERTIFICATE IN 
TAXATION {see below) in at least one of the three preceding years. Thus, a Member who 
wants to retain the designatory letters ACT must sit and pass the examination for the 
ANNUAL CERTIFICATE IN TAXATION at least once every three years. The College 
of Taxation is the first U.K, organisation to insist on examination and re-examination for its 
Associate Members, There are transitional advantages for those who become ACTs in years 
up to and including 1974, Please see 1974 ACT Application Form. 


CREDIT TERMS: 
(U.K. ONLY) 





The Annual Certificate in Taxation 


SUBSCRIBER MEMBERS are those who subscribe for any of The College courses regularly 
each year under a Subscriber Member's Standing Order. Subscriber Members do not have 
to, sit examinations and cannot use the designatory letters ACT. The College is increasingly 
producing courses against firm advance orders only. Subscriber Members are In the happy 
position of knowing that their courses will be produced and will be despatched to them early. 
STUDENT MEMBERS are those who want courses to help them through a particular 
examination. Candidates for examinations of the following professional bodies should 
find the courses extremely helpful: ~ 


@ The Institute of Taxation @ The Institute of Chartered Accountants in England 
and Wales @ The Institute of Chartered Accountants of Scotland @ The Association 
of Certified Accountants @ The Institute of Cost and Management Accountants @ The 
Institute of Chartered Secretaries, and Administrators @ The Law Society @ The 
Council of Legal Education (a The Bar) @ The institute of Bankers @ The Associ- 
ation of international Accountants @ The Institute of Municipal Treasurers and 
Accountants and @ the completely Open Exemination sponsored by The College of 
Taxation for— 


This important examination starts in September, 1974, and is open to anybody interested in taxation. A candidate does not have to be 
registered with any tutorial establishment or professional body. The only requirement is that an entry form be submitted in good time. 
There are NO EXEMPTIONS. Full particulars are in Notice PR/2 of Dec. 1972 which is obtainable free from The College of Taxation. 
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T re first professional pocket calculator 


teg 


‘Your money back 


>in full if you. are not completely: satisfied. Send for the 
Litronix now. Put it through its paces at the office, at home, 
out shoppifig. If after that you wish to return itwe wil ` 

. refund every penny of your money, no questions.asked. 


CIVIC MAIL ARE PART OF CIVIC STORES UD. oe kee 
WITH 400 SERVICE CENTRES THROUGHOUT THE UK. 
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at a family pocket price. 


The Litronix Electronic Pocket Calculator for the 
unbelievable price of only £23.45, 

Like far more expensive calculators the Litronix 
adds, subtracts, multiplies, divides and flashes instant 
answers up to 8 digits with 2 or 4 decimal points, Like 
far more expensive calculators the Litronix is 
guaranteed for 6 months with full after sales service 
available throughout the U.K. Like far more expensive 
calculators the Litronix gives you desk-model 
performance you can carry with you everwhere. And 
by pocket size we mean pocket size. Only Béis 23’x 3”. 

But it can't be long before the price must go up, 

So don't delay and regret. Fill in the coupon and get 
this mini masterpiece from the USA at its present 
incredible price. And have the instant and accurate 
answer to a thousand and one complicated calculations 
right at your finger-tips. Every minute of the day, 
wherever you happen to be. 


Pays for itself with the money it can save you. 


Instant and infallible calculations for Income Tax 
Returns: Interest Charges - Estimates: Invoices - Mark-Ups 
Payrolls » VAT: Inventories : Commtssions : Profits + 
Invaluable for Teachers and Students: A Boon to 
Housewives, Card Players, Fun too~ feed it impossible 
problems, watch it answer like magic! 


INCLUDING 
BATTERIES & VAT 


VI 


(POSTAGE. & PACKING 35p EXTRA) 


<< Send for It now. This price can’t tast | 


Difficult as find it to Name. 
believe that the Litronix 
is only £23.45 + 35p PP. 
complete, | enclose 
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understand that you will 
refund my money in full 
if | am not 100% 
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satisfied and return This label will be used for despatch 
the Instrument to you 
within 10 days of 
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POST T0; CIVIG MAIL, 66-68 UPPER RICH MOND ROAD, PUTNEY, LONDON SW15 
The Litronix can be inspected at this address between 9.00 and 5.30 
Mon.-Fri. Registered in England 677080, i 
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Facing the Facts 


|T is altogether too much to hope that Phase III of the 
Government’s counter-inflation programme will be 
popular. That might not matter if at least the public at 
large thought it would work; but that is hardly the case. 
Nor will public acceptance of the scheme be made any 
more palatable by the transparent devices which are being 
used to ensure that certain groups will get considerably 
more than the rest of the labour force. That, too, might 
not matter if it were believed that there were sound argu- 
ments and economic logic supporting such discrimination. 
Unfortunately, even the dimmest.can recognize the dif- 
ference between the threat of force and rational economic 
argument. 

In a memorandum to the Government, the Associstion 
of British Chambers of Commerce expresses concern over 
the present pay situation. ‘The fluidity of labour in com- 
mercial concerns has’, it notes, ‘been accelerated rather than 
reduced during the first two Phases’ as employees seek, 
by transferring their services to new employers, to gain 
more than the statutory pay increase. It adds that the young 
executive with a young family ‘will not lightly accept a 
situation in which the real value ot his salary is being eroded 
at over 10 per cent per annum while his expectation over 
the next two years is limited to 4 per cent plus £50 in the 
first year to £350 in the second’. Readers of this journal 
will not need to look far for examples of these simple home 
truths. 

Like everyone else, the Government recognizes that the 
‘fairness’ of Phase ITI, like that of any system of pay and 
profits regulation, is more apparent than real. After the 
initial standstill it was inevitable that, in a competitive and 
inflation-ridden economy, there would be what the ABCC 
has described as the ‘sordid confrontation between the 
fudge and the fiddle’ to by pass pay and price controls. 
The ABCC is perfectly correct in asserting that ‘the question 
of attitudes is the key to success or failure of Phase IIT’. 
Unfortunately, as the public is becoming increasingly aware, 
there is nothing in the behaviour of prices or pay which 
suggests that the prevailing attitudes will ensure success. 

Part of the trouble stems from the widespread acceptance 





of certain myths and misconceptions. For example, it is 
widely proclaimed that the present inflation is due to the 
unprecedented rise in world food and commodity prices. 
Would it were quite as simple as this! We had inflation 
in this country long before the terms of trade moved so 
sharply against us. What has now happened is that the 
country as a whole suffers a fall in its living standards, 
instead of only sections thereof. The present row over 
inflation and the Government’s plans has less to do with 
import prices than with the question of which sections of 
the community will be able to shift the costs on to the 
shoulders of other groups. 

We do not, unfortunately, live in a society in which our 
economic affairs are regulated by reference either to equity 
or social justice. Such a happy state of affairs exists nowhere 
in this world. And those who cry loudest for ‘social justice’ 
come from the ranks of those who, in recent times, have 
done more to depress the living standards of the economi- 
cally weak sections of society than any other factor. 

Another myth is that inflation has nothing to do with 
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. Wages and pay; it is due to the Government’s failure to 
"regulate the money supply, It is not disputed that the 


Government might have restrained the expansion of 


w: credit if it had ordered its priorities differently. But 





_ those who claim that this is a solution to the present prob- 
` Jems must be asked. the question: just how much unem- 
. ployment, how many bankruptcies, how much lost output, 
are we prepared to accept if we use the weapon of financial 
discipline to counter the inflation and strengthen the 


Li economy? 


a 





~ The latest submission to the Government from the TUC 
op Phase IIT has the merit that it stresses the need for 
.some form of package deal if pay control is to prove 
acceptable. This advice would have been more palatable 
to ‘Mr Heath and others if the package had been ex- 


Kë -' tended to include such matters as union attitudes to 
SG differentials, the cutback on surplus labour in industries 


` Major Practical Tool 
` for Accountants 


HE first three titles in a new series 
of ‘Accountants’ Digests’ are pub- 


` they, might be read with profit by the 
Institute’s student members — 


` 

"-Novembér it, 1973 
both in the public and private sectors, and the role of re- ` 
training for new jobs. Such matters have rather more 
relevance to the present state of British industry and its ~ 
future within the EEC than rents and food or price con- 
trols. As the ABCC memorandum points out, ‘our ` 
(national) resources are mainly manpower . . and it is. to., | 
their wise and efficient deployment . . . that we must look 
if we are to raise our living standards. .. .’ 

In short, until we stop, as Professor A. J. M. Sykes has 
put it in his new pamphlet for the Working Together 
Campaign, Myths of Industrial Relations, ‘fighting bloodless 
battles over old familiar and long dead issues’ and con- 
centrate our energies on facing up to the problems of the. 
present, then we shall deserve all we get. Are we really to ` 
conclude that most of us are incapable of raising our eyes ` 
above our immediate short-term advantage at others’ 
expense? For that is what Phase III is all about. 


Other titles in prospect include’ 
Sources of finance; Critical path 


analysis; Credit appraisal; Preparation’ - ` 


of accounts from incomplete records 
by computer methods; Statistical . 


sampling in auditing; Retention of. ` 


business records; Pension schemes; 


are Investment appraisal. All are written 





` Tished this week by The Institute of 
= Chartered Accountants in England 
te ‘and Wales. This development, said 
“Mr J. M. Renshall, M.A., F.C.A., 
- Technical Director of the Institute, 
, > would provide ‘a major practical tool 
- for the use of accountants’. 
These digests are seen by the In- 
- stitute, in Mr Renshall’s words, as 
“one of the biggest developments 
"since the Members’ Handbook was 
"introduced 20 years ago’. ‘They were a 
4 necessary recognition of the increasing 
., Tate of change affecting the profession, 
x. to provide busy members with the 
— essentials of the subject-matter and a 
. ready means of reference to further 
i < ‘in depth’ reading if this was needed. 
' . In this they would fill the gap between 
. Magazine articles ~ in themselves a 
“valuable source of reference — and the 
“+. More substantial text and reference 
~t books. 
Unlike mandatory standards of: ac- 
1 counting practice, Accountants’ Digests 
= will not carry specific Council 
authority, and are intended as a source 
:\ of information rather than as an 
` “indication of the course to be followed 
. 7. in a particular case. They will not be 
' limited in scope to the traditional 


— professional subjects of accountancy, . 


`. auditing and taxation; nor — although 


they intended as a means of assisting 
people to pass examinations. 

Issue of the digests will be on a 
subscription basis to all interested 
parties, and not restricted to members 
of the Institute. To allow for differing 
individual prices, subscribers will be 
invited to deposit a sum of Ze or {10 
with the Institute, to be renewed as 
necessary. The titles now available are: 


ADrı Stock Control .. 50p 
ADa2 Reports under the Solici- 
tors’ Accounts Rules 25p 
AD3 Sources of information on 
business organizations 75p 





The stylized representation of Chartered 
Accountants’ Hall which is used as a symbol 


on the new Accountants’ Digests. 


by acknowledged authorities with prac- 
tical experience in the relevant field. 
AD3, intended as ‘a quick reference 
guide for accountants and business- . 
men throughout the British Isles’, is’ ` 
something of a personal triumph for 
theInstitute’s Librarian, Miss Kathleen. 
Bolton, M.A., A.L.A., who has devoted , 
much painstaking attention to the 
project over. several months. It lists 
more than roo publications and 23 
libraries offering commercial reference 
facilities, cross-indexed to a wide 
range of subject-matter from ‘Ad- 


vertising agents’ to ‘Unquoted com... ` 


panies’. S 
Speaking to The Accountant this’ 
week, Miss Bolton suggested that 
presentation of the material in this 
form would be of assistance to ac- 
countants who did not always make the 
most effective use of their libraries. 
She herself comes of an accounting’ 
family; her father, Mr J. B. Bolton, 
O.B.E., F.C.A.,° who was honoured 
earlier this year for public services in 
the Isle of Man (The Accountant, 
January 4th) is chairman of Oe 
islands Finance Board, and her 
brother is also a chartered accountant. 
The Institute’s technical depart- 
ment currently has under review two. 
further projects designed specifically . 
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to assist members in finance, com- 
merce and industry — who may have 
felt in the past that they derived little 
direct benefit from the Institute’s 
services. Designed for the assembly 
and dissemination of ‘useful hard 
facts’, on the lines of the very success- 
ful interfirm comparison service for 
members in practice, these will relate 
to investment appraisal and inflation, 
and to staff and salary levels. There are 
already indications, it was authorita- 
tively stated this week, of ‘a very 
enthusiastic response’ to the first of 
these. i 


Association Strengthens 
its Technical Coverage 


TO new appointments are an- 
nounced this week by The As- 
sociation of Certified Accountants. 
Mr D. G. Cozens, 8.SC.(ECON.), A.C.C.A., 
A.T.I.I., becomes Technical Director 





R ZL Wi D 
Mr. DG Cozens 


of the Association in succession to Mr 
D. R. Hayward, LL.B., F.C.C.A., with 
Mr David Skelton, B.COM., A.I.M.T.A., 
as his assistant. 

Mr Cozens, a graduate of the 
London School of Economics, began 
his professional career as an Inspector 
of Taxes and subsequently went into 
education as a senior lecturer at the 
North-east London Polytechnic. In 
his new appointment, he will be 
responsible for — among other mat- 
ters — the Association’s technical pub- 
lications, for which a number of new 
titles are currently in prospect. 

Mr Skelton graduated from Leeds 
University in 1965, and served for 
several months in a practising office 
before entering local government fin- 
‘ance with Leeds County Borough 


F 
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Council. In 1969 he moved tọ London, 
first to Brent and more recently to 
Hammersmith, where his responsi- 
bilities included the financial aspects 
of redevelopment. 


New Director for IMTA 


HE Institute of Municipal 

Treasurers and Accountants re- 
cently announced the creation of a 
new post of ‘Director’. with specific 
responsibility for extending the Insti- 
tute’s activities and influence through- 
out the public sector. The first 
occupant of this position has been 
named as Mr Eric Wood, M.A., 
A.1.M.T.A., at present assistant treasurer 
with the GLC, who takes up his new 
duties on November 26th. 

The IMTA, since its foundation, 
has significantly extended its sphere 
of influence beyond the municipal 
corporations, and is now represented 
in central government service and a 
number of public bodies. It is this 
area of activity which the new Director 
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Mr. Eric Wood 


will be concerned to develop, while 
the Secretary of the Institute, as its 
principal statutory officer, retains full 
responsibility for its administrative 
functions. 

Mr Wood, now aged 41, had pre- 
viously served in the Chief Financial 
Officer’s department of the London 
Transport Board, and with the county 
councils of Nottinghamshire, Durham 
and Cheshire, before joining the GLC. 





Tax Credits Brought Forward 


AJOR reforms in company law 

were promised in the Queen’s 
Speech on Tuesday to open the new 
session of Parliament — conceivably 
the last full session before the next 
General Election. A new Companies 
Bill will undoubtedly feature largely 
in the Government’s legislative pro- 
gramme, the professed aim of which is 
to secure a prosperous, fair and orderly 
society through the maintenance of 
full employment and improved stan- 
dards of living. 

The Speech has been widely repre- 
sented elsewhere as an indication 
to ‘clean up’ various facets of national 
and public life. Other measures pro- 
mised, in addition to company law 
reform, are directed against environ- 
mental pollution, and to provide 
machinery for investigating com- 
plaints of maladministration in local 
government. 

Members of both major parties 
appear to have been taken by surprise 
by the Government’s decision to 
include its tax credit proposals in the 
programme for the 1973—74 session; 
the general impression was that such a 
measure was unlikely before 1975. 
Speaking recently to members of the 


Association of HM Inspectors of 
Taxes, Mr John Nott, Treasury 
Minister of State, said that the scheme 
was bound to have a major impact on 
the work and organization of the 
Inland Revenue Department as a 
whole, but promised ‘a realistic time- 
table’ for implementing the change. 
(Other features of Mr Nott’s speech 
on this occasion are reported on the 
next page.) 

Employee participation is to form 
the subject of a Green Paper; such 
papers have notoriously appeared in 
various shades of green in the past, 
although the Government’s present 
intentions as expressed in the Queen’s 
Speech are directed towards ‘pro- 
moting a greater degree of employee 
participation in industry’ — not neces- 
sarily, it may be conjectured, by 
adoption of two-tier board structures 
on the Continental model. Consumer 
interests are promised the added 
protection of a Bill to reform and 
extend the law relating to credit. 

These measures, it may well be 
thought, promise a busy time — 
initially for the Government and 
MPs, but thereafter for the pro- 
fessions. 





4 Mr Henk Volten has been named as General 
~.. Director of the Nederlands Instituut van 
_Registeraccountants (NIvRA). His appoint- 
“ment will take effect following the retirement 
of Mr Arie L. de Bruyne at the end of 1973. 

$ A graduate of the Royal Military Academy 
" and Lieutenant-Colonel (ret.), Mr Volten, 
¿` who is aged 39, qualified as a member of the 
. -institute in 1963. After an army career he 
joined the NIvRA in October 1972 as a 

a, , deputy-director. 
E Dr H. H. Bos, at present deputy-director 
. Ot the Institute, has been appointed Director, 
. Education and Public Relations, also from 

-' January 1974, 


-- Committal Order’ Sought 
against Trustee 


ERSISTENT failure by a trustee 
in bankruptcy to file accounts led 
recently to an application by the 
- * Department of Trade and Industry 
\{ for his committal to prison. The 
_ High Court was told that Mr A. B. 
-, Goode, F.c.c.A., a sole practitioner in 
_ Chippenham, was in default in no less 
<a than eight cases. 
.. Mr Goode, in a sworn statement, 
TT", claimed that his office had been dis- 
` organized, and a number of papers 
‘destroyed, by firemen attempting to 
. « extinguish a blaze in the adjoining 
ey ‘premises; for the past 18 months he 
` Had been attempting to reconstruct 
-. the information from other sources. 
ca He had informed the DTI of this 
-.- occurrence. Accepting Mr Goode’s 
` apology, Walton, J, suspended the 
. .committal order on his undertaking 
to pay the DTI’s costs and to file 
‘the outstanding accounts within 14 
-` days. If Mr Goode defaulted on this 
©- undertaking, the judge added, he 
` ` would be liable to be sent to prison. 
.. + Cases recently brought before the 
~~ Courts have indicated a’ hardening 
attitude towards default in rendering a 


+ 
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liquidator’s or trustee’s returns (The 
Accountant, March 22nd); orders for 
payment of fines and costs have pre- 


viously been made against accountants, 


coupled in one instance with disquali- 
fication from acting in future cases. 
The present committal order is be- 
lieved, however, to be the first of its 
kind — certainly in recent years. 


Two Accountants in 
Parliamentary Contest 


WO Scottish chartered account- 

ants are among the four candidates 
for the Edinburgh North by-election, 
where polling takes place on November 
8th — Mr A. M. Fletcher, c.a. (Con- 
servative) and Mr William Wolfe, 
C.A., J:P. (Scottish Nationalist). 

The vacancy arises from the ele- 
vation of Lord Dalkeith, Conservative 
member for the constituency since 
1960, on the death of his father, the 
Duke of Buccleuch. At the 1970 
election, he had a majority of 3,878 
over Labour and Liberal, candidates, 
and both these parties are again 
contesting the seat on the present 
occasion. 

Though few political observers 
would care to predict the outcome of 
the contest, it offers a reasonable 
likelihood of augmenting the pro- 
fession’s Parliamentary representation. 
Both Mr Fletcher and Mr Wolfe 
have strong territorial connections, 
the first-named as a former editor of 
the magazine New Scotland and the 
latter as chairman of the Scottish 
Nationalist Party. Both also stood 
unsuccessfully at the 1970 General 
Election (The Accountant, June 11th, 
1970) ~ Mr Fletcher at Renfrewshire 
West and Mr Wolfe in West Lothian. 


Advertising Freedom 
for Cost Consultants 


EMBERS of The Institute of Cost 
and Management Accountants 
who hold its practising certificate are 
to be allowed to advertise their services 
‘in such appropriate manner as will 
reflect no discredit on the Institute or 
profession’. This relaxation of the ban 
on advertising applies also to firms or 
companies of consultants provided 
that all eligible partners or directors 
hold such a certificate. 
_ A code of advertising conduct has 


is a $ D Wi 


i - . í ` 1 . 
been drawn up which prohibits practis- 
ing members from circularizing or in 
any way soliciting business from persons 


not known to them personally. Details’ 


of services may be given in response 
to unsolicited requests, but must be 
accompanied by a personal letter to. 
the executive making the request. 


The decision to ease the ban on ` 


advertising was recommended by the 
cost consultancy committee and agreed 
by the Council, following a request by 
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the Department of Trade "and In- - 


dustry to professional bodies to 
examine professional practices. 
Institute has advised the DTI of its 
view that it would be in the public 


interest for the availability of consult- ` 


ancy services to be more widely 
publicised. 

Between roo and 150 of the ICMA’s 
13,000 members hold its practising 


The 


certificate.. Informed comment sug- .. 


gests that, while this latest deyelop- 
ment will be received with interest by 
The Institute of Chartered Account- 


ants in England and Wales (whose own i 


Council recently voted against -any 


relaxation of its present rules "on, 


advertising) it is unlikely to lead to 
any immediate reversal of a decision 
reached so recently and after pro- 
longed debate. The English Institute’s 
practising membership alone, it has 


also been pointed out, is approximately i; 


equivalent to. the total strength of the 
ICMA, indicating a significantly larger 
area of potential difficulty. 


Inland Revenue’s 
Concern for Individuals 
RAINING of Inspectors of Taxes 


‘lays great emphasis on helping’. 


the individual to understand how the 
law and the regulations apply to him’, 
in the words of Mr John Nott, 
‘Treasury Minister of State. Address- 
ing the recent annual dinner of mem- 
bers of the Manchester Association of 
HM Inspectors of Taxes, Mr Nott 
claimed that the concern of the UK 
tax system for the individual had no 


parallel anywhere in the world, and - 


was ‘a magnificent safeguard for 
democracy’. ~ 
‘It is a marvellous feature of our 
system, when you think of it’, he said, 
‘that every action you take as an 
Inspector which affects the individual 


is subject ultimately to the control of- 


Parliament in one way or another; that 
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Help them turn their income tax 
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into a pension. e 


| -Tell them about Time Assurance Personal Pension 5.5% to the basic pension for each year up to pension 
Bonds: age (interim bonus of 3% plus vesting bonus of 2.5%), 


` Tell them about the Total Tax Exemption and also make a greater tax-free cash sum available 
Yes, total tax exemption on every penny saved at retirement. What is more, the interim bonus con- 


for retirement. Because premiums come off the top _tinues to be added after pension age.: 


`, of earnings, reducing taxable income. Which means The generous pensions available 
that, for basic rate taxpayers, a £100 premium would For example, a man aged 40 next birthday, d 
-cost £70. And higher rate taxpayers could claim as paying an annual premium of £300, can now expect a 
much as £75 tax relief for every £100 they save. starting pension at age 65 of £3,177 p.a.or he can ~ 
Increased vesting bonus take a tax-free cash sum of £7,074 and a pension of g 
The pensions provided by Time Assurance £2,358 p.a. for life. 
Society have always been considered to be generous Tell them soon 
, and now the vesting bonus has been increased again Send the coupon below for complete agency e 
from 2% per annum to 2.5% per annum of the basic details and a full set of rates for men and women SR 
` pension. This means that we can now add a total of at all ages. SS ` 






You'll be doing your self-employed clients a 
favour—and yourself a favour too: our commission 
. rates are realistic and take account of the cost of 
your service. 
CEN ee) CH EE ee ee EH 


TO: TIME ASSURANCE SOCIETY 


f 56 Moorgate, London, EC2. Tel: 01-628 7546/7. : 


Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2.50% per annum. 















Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of; 















Cash option at 
pension age 


Pension at 65 















Tax-Free Adjusted ; 


























Age next Basic Cash Sum Total f : 
pepo lal atage6 H A Manchester Office: 12a Piccadilly, Manchester 1. 


q Telephone: 061-624 7299/061-624 9955. ` 
§ Scottish Office: 6 York Place, Edinburgh 1. 
i Telephone: 031-556 3895. 


Please register me/us as Agent{s} of Time Assurance Society, 


( and send a supply of Pension Bond literature. 
N TA/1/11/73 < 


| NAME Se Ee brs w Geet ate ee ee eyes ae 


DN EENHEETEN NEEN ERENNE 





if you select age 65 as your retirement age then the figure shown in column 3 is 
the pansion which will commence on your 65th birthday. Columns 4 and § show 
the effect of bonus additions ‘after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates. if you choose to commute part of your normal pension for cash. 





Paras TEINE a SS ESO EE 


8 RE ICH E SR H WE IR IR E IR IR WR OH E 


; 
l Eas 
D 


TIME ASSURANCE bes, = 


THE 

















u ACCOUNTANT November 1st, 1973 

prea eee 
a ` `. a = | D i 
Professional advisors are invited to apply for B Please send............ (inset fj 
brochures and application forms for H number) brochures and applica- J 
E tion forms for London Wall 8 
! i Cash Plan to :— E 
London Weall Dee 
Ca si B Pi Cll | KE | 
K \- oe AC. 2 E 
P P Four payments totalling 10% p.a., SA Gee Pe eS | 
ncome without tax deduction. No I PLEASE INDICATE PROFESSION i 
advantags personal tax liability of any kind on | = . | 
9 them for most investors. } ‘CASH PLAN’ LONDON I 

l - £1,000 invested in 1965 would WALE OROUF Or UNLI 
T l Ú TRUSTS LIMITED i 
EI have returned £775 in quarterly 5 i 

d 3 ; Member of the Association of Unit 
worth £1767 at let August, 1973 aeons ` 
advantage pa Sa D AE Eee i H Registered No. 792318, Engana M 
i Registered Office: i 
e “Wider range” Trustee Status | 1 Finsbury Square, London i 
COMMISSION OF 14% PAYABLE TO AGENTS. ` @ No long-term commitment | EC2A 1PD. Tel: 01-606 5811. I 
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every administrative decision you make 
may have to pass the test of being 
explained and justified to an MP 
acting on behalf of one of his con- 
stitutents. 

‘I know the care which goes into 
your reports and into the replies which 
are drafted for me at Somerset House. 
But, even more important for the 
individual, the system works. It does 
bring to light genuine mistakes and 
errors of judgment — all the ills the 
administrator’s flesh is heir to — which 
you can then put right. In other cases 
where, not infrequently as it happens, 
the constituent himself has made a 
mistake, it provides the opportunity 
for a clear and authoritative, but above 
all a personal and sympathetic, ex- 
planation.’ 

Formal complaints received at 
Somerset House, Mr Nott added, 
amounted to no more than one 
twenty-fifth of 1 per cent of the total 
number of taxpayers — not a bad 
record, he suggested, among so much 
complex and personal work. 


Further Grant for 
EEC Research 


Penra ION of a series of 
books on the legal and regulatory 
position. of financial reporting in EEC 
member states is anticipated from the 
Department of Accountancy at Dundee 
University, under the direction of 
Professor R. H. Parker, B.SC.(ECON.), 
F.C.A. The first such guide, dealing with 
Germany, will be available next year. 

Professor Parker’s research project 
on EEC financial reporting is being 
continued with the assistance of 
grants, hitherto totalling more than 
£8,000, from The Institute of Char- 
tered Accountants in England and 
Wales. 


Declining Activity of 
Public Trustee Office 
ROFESSIONAL trustees such as 


accountants or solicitors — or even 
a layman, with or without legal assist- 
ance ~ “should be able to carry out 
straightforward executorial duties as 
well as, and often more expeditiously 
than, a trust corporation, and at far 
less cost to the estate’. 
Propounding this at first sight here- 
tical view in the 1972—73 report of his 
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department, the Public Trustee makes 
the point that executorships earn ‘only 
a minuscule proportion’ of the fee 
revenue of his office, and make dis- 
proportionate demands in man-hours. 
It has long been his view, he main- 
tains, that the appointment of a trust 
corporation is justified only where a 
will creates continuing trusts, or there 
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are special circumstances which render 
the executorship other than straight- 
forward. 

Tnevitably, the decision to run down 
the business of the Public Trustee 
Office (The Accountant, March 23rd, 
1972) was followed by a serious exodus 
of experienced staff, and the number of 
cases accepted during 1972-73 was 


Presentation of CDipFA Honours 


OUR candidates who were speci- 

ally placed in order of merit in the 
first examinations for the Certified 
Accountants’ Diploma in Finance and 
Accounting received their awards last 
week from the President of the 
Association, Mr T. O. W. Newman, 
F.C.C.A., F.C.1.S. The Association now 
has nearly 600 candidates on its 
diploma register, Mr Newman stated, 
and the scheme had prompted over 
5,000 inquiries during the past four 
months alone. 

‘Our new Certified Diploma’, said 
the President, ‘fulfils an ever-growing 
need for a greater knowledge of the 
fundamentals of accountancy for pro- 
fessionally qualified men and women 
in non-accounting fields. This knowl- 
edge is all the more vital as the 
complexities of finance and accounting 
increase with the introduction of new 
techniques and methods of presenta- 
tion. This particular diploma of ours is 
unique in that it aims at teaching in 
depth an understanding of the prin- 
ciples underlying the construction of 


financial statements, and develops the 
ability of candidates “to interpret and 
use financial information from the 
accounting system to the best effect.’ 

An increasing number of poly- 
technics and colleges are now offering 
one-year courses for the diploma, and 
these are usually over-subscribed — 
a development which Mr Newman 
described as ‘most gratifying’. The 
Association has also inaugurated its 
own composite correspondence and 
oral tuition for the examination. 

Pictured below after the presenta- 
tion of the awards are (from left to 
right) Mr E. V. Edwards, B.sc., 
C.ENG. (equal third); Mr P. K. 
Williams, M.SC., A.M.LE.E. (first place); 
the President; Mr R. F. Purton, 
B.SC., C.ENG. (equal third); and Mr 
P. V. Griew, B.SC., A.M.I.E.E. (second 
place). In an earlier announcement 
from the Association (The Accountant, 
August 30th) the name of Mr G. C. 
Aylward was inadvertently given ‘in 
place of Mr Purton as the joint 
third place winner. 
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greatly reduced. In general terms, the 
office has been accepting new trusts 
only for compelling social reasons — 
for example, where the beneficiaries 
were handicapped by age or infirmity 
—or in pursuance of an express or 
implied agreement to accept. 

The number of executorships was 
reduced by a policy of informing 
beneficiaries, in other than special 
cases, that the Public Trustee was 
prepared to renounce office if this was 
their unanimous wish; which, in the 
words of the report. ‘on many occa- 
sions they did’. 

The office made a substantial surplus 
of £165,000, due to reductions in 
salaries as a result of staff shortages 
and to an increased yield from ad- 
ministration and withdrawal fees. In 
pursuance of the obligation (under the 
Public Trustee Act 1906) to function 
at a break-even position, certain fees 
have been reduced and others can- 
celled; a decision which may lead to a 
deficit in 1973~74 and subsequent 
years, until this surplus has been 
absorbed. 

No more than 178 cases were ac- 
cepted during the year, to a total value 
of £5,283,000-both these figures 
showing significant reductions on pre- 
vious experience. The number of cases 
entirely distributed in the 12 months to 
March 31st, 1973 — 827 — was the high- 
est since 1966, and the total of 10,952 
cases still current was the lowest at 
any time over the past ten years. 

Copies of this Sixty-Fifth Annual 
Report of the Public Trustee, 1972-73, 
are available from HMSO or through 
booksellers, price 104p. 


Share Schemes 
and Phase III 


ELAXATION of the Govern- 
ment’s Phase ITI counter-inflation 
proposals as affecting savings-related 
share participation schemes is called 
for in a memorandum from the Wider 
Share Ownership Council, Chairman 
of which is Mr W. G. H. Clark, 
F.C.C.A., M.P. The memorandum, ad- 
dressed to Ministers and Members of 
Parliament, claims that the legislation 
proposed would suit some firms and 
manifestly discriminate against others. 
New incentive schemes designed for 
company executives would effectively 
be killed for as long as the prices and 
pay code remains in practice. The 
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WSOC accepts that the Government 
should be absolutely fair in not giving 
special privileges to senior management 
as compared with shop-floor workers, 
but argues that companies will be 
inhibited from introducing even 
permitted schemes ‘because the 
introduction of a scheme for certain 
categories of workers would cause 
dissatisfaction if similar incentives for 
other categories were disallowed’. 

In calling for a full range of schemes 
to be available to prevent anomalies 
arising, the WSOC also makes the 
point that such schemes should be 
tightly defined in relation to perform- 
ance and individual participation. 
Further, the memorandum adds, ‘no 
company should be permitted to 
operate a scheme for certain employees 
(e.g., senior management) unless all 
its employees are given an opportunity 
for share participation’. 


Inflation an 
International Problem 


[RECENT Parliamentary exchanges 
have highlighted inflation as an 
international problem, and not one 
that is confined to the United King- 
dom. Answering a question from Mr 
Adam Butler (Leicestershire, Bos- 
worth, Con.), Mr John Nott, for the 
Treasury, claimed that, in terms of 
wholesale prices, the UK had the 
lowest rate of inflation of any of the 
EEC countries, or of its major com- 
petitors, with the exception of Belgium. 
In terms of consumer (retail) prices, 
the UK occupied a mid-position of 
the 11 countries included in the com- 
parison, with an annual rate of in- 
flation of 8? per cent. 

Comparable rates for other coun- 
tries quoted by Mr Nott were: 


Per cent 

Belgium 54 
Germany .. 63 
Netherlands Kë 
USA ; ke 
France 84 
Canada 9 

Denmark .. 12} 
Italy 123 
Treland : 144 
Japan cs e 164 


These figures, compiled from the 
OECD main economic indicators, 
confirmed in Mr Nott’s view the com- 
parative success of the Government’s 
counter-inflationary policies. In 1972, 
when the first stage of the counter- 
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inflation programme was introduced 
(The Accountant, November gth), the 
UK had ‘one of the highest rates of 
inflation amongst advanced industrial 
countries’; it now had one of the 
lowest. Phase ITI of the Government’s 
programme, he claimed, was designed 
to continue the success that had 
already been achieved. 


British Consultants Aid 
Overseas Development 


Poono firms of management 
consultants are playing a growing 
part in the developing countries, both 
commercially and under aid arrange- 
ments. This emerges clearly from An 
Account of the British Aid Programme, 
published recently by HMSO for the 
Foreign and Commonwealth Office 
(Cmnd 5445). 

Official expenditure on technical 
assistance in 1972, in the form of 
consultancy and similar services, was 
£3°9 million. A total of 94 new 
feasibility and pre-investment studies 
were commissioned in 1972, and 52 
firms and other organizations were 
engaged, additionally, to provide ser- 
vices other than feasibility and pre- 
investment studies. 


Reckless Directors 
to be Disqualified 


ROUNDS for disqualification 

from acting as a director will be 
extended in the next Companies Bill 
to include those who have acted in an 
improper or reckless manner in rela- 
tion to the affairs of companies of 
which they were directors. This was 
announced recently by Sir Geoffrey 
Howe, Q.C., Minister for Trade and 
Consumer Affairs, in reply to Mr 
Greville Janner (Leicester, North- 
West, Lab.). 

Sir Geoffrey added that a general 
power to disqualify directors of com- 
panies which had become. insolvent 
would not be justifiable. 

Mr Janner welcomed this advance, 
but thought it disgraceful that a man 
could set up in business, be put into 
liquidation, rely on limited liability 
and immediately set up in business in 
exactly the same sphere and do the 
same again. Should not something be 
done to get rid of ‘this squalid practice’? 

The Government’s position, Sir 
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Geoffrey replied, had been made clear 
in the White Paper; they were taking 
powers to deal with people who had 
‘succeeded in steering a series of 
companies into insolvency’. Addi- 
tional disclosure about directors’ back- 
ground and interests might help, but 
it woulé not be easy or right to attach 
automatic prohibition to every director 
or company. 


ACCOUNTANT 


Accountant, Trapped 
by Computer 


SURREY chartered accountant, 

Mr P. R. Baines, D.F.M., F.C.A., 
this week achieved the distinction of 
being the first British motorist to be 
convicted on the evidence of a com- 
puter. Despite an attempt by the 
defence to discredit the ‘visual average 
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speed computer and recorder’ 
(VASCAR) as a glorified adding 
machine whose accuracy depended on 
the opinion of a police constable, 
Chelmsford magistrates accepted the 
device as reliable, and fined Mr 
Baines £20. 

VASCAR had shown Mr Baines’s car 
to be travelling at just over 100 m.p.h. 
on a road subject to a 70 m.p.h. limit. 


THIS IS MY LIFE 


Who Pays the Piper? 


by An Industrious Accountant 


Te chairman’s eyebrows lifted up. into his hairline 
when he saw the auditors’ statement of account for last 
year. ‘Audit fee, tax computations, and sundry expenses’, 
he murmured, ‘all skyrocketing annually’. 

The answer was that salaries everywhere were escalating 
in line with the cost of living, as ample evidence indicated; 
accountants, too, had to live. The chairman didn’t ask why, 
being unusually tactful,-but his expression was sceptical. 

Scrutiny of the bill’s make-up provoked some odd 
thoughts. Up to 1971, for example, the interim and final 
audit team regularly numbered three~an experienced 
senior, an elderly chap called Tom, nearing retirement, and 
an articled clerk. Of these both senior and clerk were 
changed occasionally. 

In 1971 Tom, ponderous but sound, did the interim 
with two articled clerks. In 1972 the two clerks did the 
interim pretty well on their own, subject to some few one- 
day visits by the senior; a procedure he practically repeated 
for the final, spending only a week full-time with us. The 
clerks were presumably efficient, but the work force was 
‘certainly diluted substantially. 

True, our operations are relatively routine, comprising 
straightforward selling, occasional new construction, and 
the shirt factory’s activities. True also, the books are 
balanced, the stocks checked and the schedules typed, 
before the auditors arrive. Our financial accountant, a 
qualified man, has in addition calculated the tax liability, 
and the directors have approved preliminary reserve move- 
ments and dividends. : 

So, fair enough, a brace of able clerks should be able to 
do go per cent of the work, including stocks in transit, 
work in progress and so forth. But shouldn’t dilution affect 
the fees payable? 

After all, my copy of the Members’ Handbook includes 


a section recommending graduated scales of hourly charges 
for professional work according to the skill and knowledge 
required, and the seniority of staff engaged on it, from 
principals down to audit assistants and ‘other clerks’. The 
differences are presumably substantial; clerks are notor- 
iously paid salaries below the level of subsistence by some 
hard-fisted principals, but clients pay for them at more 
generous rates. 

The question is whether I should hint delicately that 
wed like-a breakdown of the fees charged to us — divided 
between time and overheads, perhaps, or between hotels 
and travelling. Perish the thought! But suppose the 
chairman hints, much less delicately, that he wants the 
details? Umbrage is predictable; lips will be curled in scorn 
at our crude audacity. Moreover, details won’t be given. 

So, blushing slightly, I phoned the senior partner and 
waftled away until he got the message and said blandly 
beid look into it immediately. Now I’m wondering whether 
we should stoop to recording the audit days spent with us, 
and the visitors’ degrees of seniority, for the first time ever, 
and graph the totals against annual fees. 
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` Shares of No Par Value 


A Study in Inaction 


by DEREK E. PURDY, A.C.A. 


DH 


‘Disclosure of information is an essential part of the working of a free and fair 
economic system. Obviously there are limits imposed, for example, by the need 
to preserve commercial confidentiality in a competitive situation. But the bias 
must always be towards disclosure, with the burden of proof thrown on those 
who defend secrecy. The more people can see what is actually happening, the 
less likely they are to harbour general suspicions and the less opportunity there 
is for concealing improper or even criminal activities. Openness in company 
affairs is the first principle in securing responsible behaviour.’ — White Paper 


on company law reform, Cmnd 5391, 1973. 


Five British government committees have considered 
the question of no par value shares at some point, the 
last two reporting almost unhesitatingly in favour of their 
issue. Taking the quotation from the White Paper as a 
starting-point, it is intended to examine the nature of no 
par value shares within the context of Britain as a prelude to 
an attempt to understand why this advanced country still 
has no law enabling the issue of these securities. 

A share of no par value, as its name implies, has proper- 
ties distinguishing it from what one in Britain would 
consider to be a normal equity share. The only necessary 
distinction is simply that a share certificate would no longer 
state the number of shares held in terms of a monetary unit 
related to either the issued or the authorized share capital 
of a company. I use the words ‘only necessary distinction’ 
because it is not my intention here to argue the case for 
novel forms of security, but merely to clarify the existing 
one. Without touching one hair on the head of the legisla- 
tion surrounding company finance, it should be possible to 
remove painlessly a wart from its face. 


Partnership analogy 


One of the basic units of British business life is the partner- 
ship. Embodied in a partnership agreement are provisions 
as to the amount of capital each partner will contribute, as 
well as to the division of profit where these are not rateably 
the same. The fact that such an association has unlimited 
liability is irrelevant; but what is noticeable is that both 
of these financial considerations are expressed as an aliquot 
part of the whole for each partner. To find any particular 
quotient, one simply takes the aliquot part expressed as a 
fraction of the whole. 

If the analogous situation is taken with respect to a 
limited company, it is possible to carry out the same 
operation; but on looking at the shareholder’s agreement — 
the share certificate — one does not find an aliquot part, but 
rather the supposed par value of those securities. It is 
doubtful whether, except at issue time, par value ever again 
equals net assets; or the shares in the company may never 


have been issued at par, but always at a premium. There 
is no chance of a company repaying its share capital — since 
on a capital reduction or liquidation, shareholders are dealt 
with rateably on the basis of the number of shares held ~ 
so why is there an attempt to place a value on it? It may be 
considered that, by placing a value on the share certificate, 
deception is being practised on unwitting shareholders, 

How is it, then, that this anachronism arose and still con- 
tinues? In the Case of Sutton’s Hospital, in 1612, Lord Coke 
enumerated the attributes of a corporation. This list was 
composed of ten points, but no reference is made to shares 
of stock. Further evidence is added by W. R. Scott on the 
joint-stock companies of an even earlier date in the 
Elizabethan period (The Constitution and Finance of English, 
Scottish and Irish Joint Stock Companies to 1720, 1912) 
when shares without par value were normal since shares 
were used ‘in the natural sense, namely, as an appreciable 
part of the whole undertaking, not as a multiple of units of 
the capital’. 

The unscrupulous actions of businessmen caused the 
passage of the 1720 Bubble Act which put great difficulties 
in the way of businessmen trying to secure incorporation 
by charter. The reaction to this Act was the stimulation of 
the unincorporated association — precisely the type of 
association the Act was attempting to eradicate. Eventually, , 
because of its ineffectiveness, the Bubble Act was repealed 
in 1825 and a new Act enabled the Crown to fix the extent 
of a member’s liability at incorporation. Subsequent 
economic and commercial crises built up to the 1855 
Limited Liability Bill, which was the first time limitation 
of liability had been achieved. This is the background and 
pressure that built up to the start of real company legisla- 
tion, and out of this hotch-potch came the concept of a 
par value share. 

The first concrete step towards a reversion to the logical 
no par value share appears to have been taken in the USA 
in 1892, when a special committee of the New York State 
Bar Association included a recommendation for a ‘distinct 
class of corporations, whose capital stock may be issued as 
representing proportional parts of the whole capital, 
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without any nominal or money value’. It took just over 
20 years, many skirmishes and the fourth draft of a Bill to 
amend corporation law to allow no par value shares. On 
April 15th, 1912, New York State could have companies 
with no par value shares as laid out in sections 19-23 of the 
Stock Corporation Law, but the company had to have a 
certificate of incorporation detailing the amount of capital 
with which it intended to carry on business. By 1923, still 
only 23 of the American States, with Canada, had adopted 
no par value shares. 

This activity in America had not passed unnoticed in 
Britain; the subject of no par value shares came before the 
Committee on Company Law Amendment which reported 
in July 1918, and before another committee which reported 
in May 1926. For the following two decades, committees 
were doubtless considering far more weighty matters than 
no par value shares, since they reappear only in June 1945 
when the Cohen Committee reported on desirable amend- 
ments to the Companies Act 1929. 


Cohen Committee report 


The Cohen Committee Report took three-quarters of a 
page out of its one hundred and fifteen pages to look at 
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defraud existing stockholders by dilution methods, as well į 
as taking away the protection of the members’ limited 
liability from the company’s creditors, and at the same time 
would open up the possibility for a company to use any 
capital surplus paid in wrongfully for the payment’ of 
dividends. Commenting in 1948 on Bonbright’s article, 
J. E. Goodbar said: 

‘Unlike some “‘viewers with alarm”, Dr Bonbright had the 
grace to offer remedies intended to allow the modified use of 
no-par stock. His proposals were designed to eliminate or 
mitigate the evils he so vigorously denounced. . . . The 
intervening years have not treated these jeremiads and 
philippics of Bonbright with any great kindness, as many well 
know.’ 

The view that the American ‘prophets of doom’ were 
wrong eventually pervaded Britain and was recognized in 
the main report (Cmd. 9112, 1954) of the Gedge committee, 
set up in 1952. Paragraph 19 of this report appears to add a 
final all-British touch: ‘There is no evidence that the 
investor in Great Britain has shown reluctance to buy those 
American and Canadian shares of no par value which are 
dealt in on our stock exchanges.’ 

It is intriguing to note that the Committee on Shares of 
No Par Value under the chairmanship of Mr Montagu L. 


no par value shares. It was argued that to attach a nominal Gedge, a.c. — who, incidentally, was also a member of the 


valué to a share was misleading as, excepting immediately 
after the formation of the company, and not always then, 
the nominal value bears no relation to the real value of the 
share, and the ignorant would be apt to think a share cheap 
if it were purchased at less than nominal value. The Cohen 
Committee concluded: 

‘While there is, in our view, much logic in the arguments 
put forward in favour of shares of no par value, there is little 
public demand for, and considerable opposition to, the 
proposal. We have also had some evidence that in practice 
this class of share has given an opportunity to the unscrupu- 
lous to manipulate accounts which could be defeated only by 
a series of elaborate provisions, the substantial effect of which 
would be to reintroduce a capital account and, with it, most 
of those same complications which the no par value share 
was designed to avoid. Nor would the proposal bring any of 
the other major subjects of our inquiry nearer to solution. We 
therefore refrain from recommending any change in this 
matter.’ 


One can only conjecture about the amount of comprehen- 
sion and research that went into this one, with its small 
reportage and the assumption — which seems to be implicit 
in the conclusion — that somehow a ‘perfect system’ of 
no par value shares would remove the capital account. 

‘The view of the unscrupulous was vigorously campaigned 
in America by three main exponents, H. W. Ballantine, 
W. W. Cook and J. C. Bonbright. Cook produced two 
articles in 1921 and 1922 which predicted a veritable flood 
of inflated prices and manipulation by issuing large amounts 
of stock for property of little value, as well as fraud on 
investors by unfairly diluting stock already issued by 
subsequent issues at lower prices. The greater part of these 
articles were not specifically about problems of no par value 
shares, but problems general to any shares. The passion, 
pure emotion and irrationality that was aroused by no par 
value shares at that time seems incredible. 

Bonbright, writing in the Columbia Law Review for 1924, 
foresaw that no par value shares would allow directors to 
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earlier Cohen Committee — was set up over 40 years after 
the New York State Stock Corporation Law had been 
passed, and only ten months after Sir John Barlow had 
introduced a Bill into the House of Commons in February 
1952, when it was talked out. Of this Bill, Gedge comments 
that it ‘stimulated public interest in the subject and the 
debate itself affords evidence of the misconceptions that 
may arise from attaching a nominal value to equity shares. 
Sir John Barlow’s Bill was dropped, the Parliamentary 
Secretary to the Board of Trade having pointed out that, 
although much could be said for the reform in theory, 
expert inquiry would be necessary before it could be 
embodied in an appropriate measure.’ 


Seven points 


Gedge set about the task of considering ‘whether it is 
desirable to amend the Companies Act 1948 so as to permit 
the issue of shares of no par value; and, if so, to consider 
and report what amendments in the Act be made for this 
purpose, having due regard to the need for safeguards for 
investors and for the public interest’, in a meaningful man- 
ner. The committee drew up seven points in the form of a 
memorandum which it circulated ‘to such organizations 
and individuals as we thought likely to be able to assist 
us. An abbreviated version of the memorandum appeared in 
the Press’. Effectively, everybody had the chance to express 
an opinion on: , 
(1) The operation of the no par value system in other countries. 
(2) The extent to which such shares are used in those 
countries, and whether their use is more common for any 
particular kind of company, or in certain fields, and if so 
for what reasons. 
(3) Whether their use is increasing or declining, with reasons 
for any trend in either direction. 
(4) Advantages and disadvantages of such shares. 
(5) Whether the system was open to abuse to the detriment 
of investors, creditors or the general public and, if so, 
in what ways. 
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(6) What checks were provided in other countries, by the law 
or by the authority controlling the issue of securities, 
against such abuses, and whether these checks were 
effective. 

(7) Whether the no par value system should be permitted in 
this country and, if so, whether its use should be limited 
or restricted in particular ways, and what amendments 
of the company law should be made in order to safeguard 
investors and in the public interest. 


With the sole exception of the General Council of the 
Trades Union Congress, who seemed to have a basic 
misunderstanding of the points at issue, it appeared that all 
those expressing a view supported it, and some strongly 
(paragraph 22 of the report). The Institute of Chartered 
Accountants in England and Wales submitted a memoran- 
dum to the committee; the Council at that time gave its 
opinion and, in areas where it felt unqualified to speak, it 
obtained the views of members in America and Canada. 
Even then its thinking appeared woolly and shadows of 
Bonbright and Cook could be seen. It saw ‘no material 
disadvantages’, but ‘transitional difficulties’; one should 
only issue no par value shares if there was ‘substantial 
demand for it’, though it was ‘not aware of demand’. The 
Society of Incorporated Accountants and Auditors raised 
the hoary question of dilution, and also thought that pro- 
vision should be made to convert existing ordinary shares 
to no par value shares — although it saw no good case for 
no par value preference shares, and advocated restricting the 
right to issue no par value shares to quoted companies. 

The Association of Certified Accountants perhaps 
showed the keenest grasp of the situation and clarity 
of thought when it argued that the balance sheet was still 
going to be a historical document not representing current 
values and would become more so with age. Further, its 
Council said that ‘to put a fixed nominal value on equity 
shares, which is really the residuary interest, is a contra- 
diction in the logic of accountancy’. It thought that the 
balance sheet would be ‘simpler and more comprehensible 
if no par value shares were introduced’, and envisaged a 
‘capital stock account’ being: 

(a) A capital account containing the total consideration 

received for shares issued; and 

(6) A capital reserve for all money earmarked for capital 

purposes. 
The issue of no par value shares, it said, should not be 
mandatory, should not include preference shares and should 
be restricted in use to public companies. 

The Institute of Chartered Accountants of Scotland saw 
no fundamental difficulties, and pointed out that the reason 
for a fixed nominal value was the somewhat outdated prac- 
tice of issuing part-paid shares. Everybody seemed to 
mention the point that the basis of charging stamp duty 
would have to be changed — a very minor affair. 


Gedge Committee view 


In March 1954 the Gedge Committee reported, largely 
with the incisiveness and clarity to be expected, although 
there was a minority report too. The main report included 
the following passages: 
‘8. An ordinary share in a company represents a defined 
proportion of the equity of the company, whether that share 
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is one having a nominal value or one of no par value. So re- 
garded, the two are identical. 

‘g.... the £ sign, and indeed any other monetary sign, as 
an indication of the value of a share in the equity of a company, 
may be not only meaningless but misleading. 

‘11. Our conclusion is that there is a strong case for permit- 
ting the issue of ordinary shares of no par value, and, as will 
be seen later, we so recommend. It seems to us that the 
concept of such shares is a logical development of company 
law and practice; and we consider that the objections which 
have been raised are either ill-founded or met by our 
recommendations.’ 


The committee felt that there was a demand for no par 
value shares, ‘such demand having arisen in large measure 
as a result of the ever-increasing disparity between paid-up 
capital and capital employed’. (paragraph 26). This was yet 
another point in direct opposition to Cohen’s conclusions. 
In paragraph 40, the committee unaccountably did not 
favour no par value preference shares — ‘the system should 
be confined to ordinary share capital’ — basically because a 
fixed sum would be repayable in a winding up. This is no 
serious disturbance to the concept of no par value shares. 

What really appeared incongruous in the report was 
paragraph 43, which expressed ‘no objection to shares of 
no par value being partly paid’. This, of course, would not 
be impossible, or even difficult to arrange if one eventually 
envisaged the cesser of the issue of ordinary shares with a 
nominal value. 


Minority report 

Mr W. B. Beard submitted a minority report, paragraph 
6 of which agreed that no par value shares and par value 
shares could represent the same thing; but he argued that 
it would feel better to have a relationship which was ‘repre- 
sented by the stable nominal value of a par share than by the 
ever-fluctuating market value of 4 no par value share’. One 
seriously wonders if Beard thought either that ordinary 
shares did not normally fluctuate in their market value or 
that two values were worth having merely as a ‘stable 
relationship’ which in current reality were fictional and 
truly meant nothing. 

In paragraph 17 of his report, Beard thought that ‘those 
who seek an alteration of the law should show that the 
existing law is in some respects deficient.’ The precept of 
the 1973 White Paper rather puts the onus on Beard, who 
has made out no case for his dissension. In his paragraph 
33 he appeared to see the anomaly; but his solution was not 
to aim at clarity or simplicity, but rather to educate every- 
body to appreciate the tortuous concept of nominal value. 

Following publication of the report, The Accountant of 
April roth, 1954, said: ‘The President of the Board of 
Trade, who set up the Committee, has now the full argu- 
ments before him. It would be a pity if the reform which is 
after all “a logical development of company law and prac- 
tice” were to be delayed by political considerations.’ The 
vehemence with which the report was implemented was 
incredible. In its issue of January 29th, 1955, The Accountant 
reported that the Government were ‘satisfied from the stand- 
point of logic and commonsense that a strong case has been 
made out for allowing companies to issue shares of no par 
value’. The then Under-Secretary, Home Office (Lord 
Mancroft) added that the necessary changes in law would 
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need adaptations of tax law, which would be effected in a 
Finance Bill, and ‘could hold out no hope of any legislation 
in the present session owing to lack of Parliamentary time’. 

A week later, The Accountant reported Lord Mancroft 
again as saying that there would be considerable delay in 
putting the Gedge Committee recommendations into 
practice, and that the procedure was going to be more com- 
plicated than was at first realized. It really appeared that the 
momenzous question of stamp duty was at the bottom of this 
complication. Had the Inland Revenue put the boot in? If 
it had, nobody had called ‘foul’ or protested. 

In fact, very few people have said anything about it since, 
until the Report of the Jenkins Committee on company law 
appeared in 1962 (The Accountant, June 23rd, 1962 and 
following issues). Out of its 220 pages, again three-quarters 
of a page was given to no par value shares. Jenkins agreed 
with Gedge, and more (paragraph 32) ; there was no evidence 
against, and much in favour of no par value shares. 

Jenkins thought, too, that no par value preference shares 
would be good for both companies and investors. Due to 
interest rate fluctuations, the par value of a preference share 
might be misleading to an uninitiated investor (paragraph 
33); whilst, with only one issue of a preference share 
possible if it was of no par value, there would only be one 
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rate paid out by the company, further tranches being issued 
at a discount or premium. This would have the further 
advantage of giving a bigger total issue and wider market. 
Paragraph 34 recommended that the Companies Act 1948 
be amended to allow the issue of both ordinary and prefer- 
ence shares of no par value. 

In February 1966, Viscount Eccles unsuccessfully 
attempted to introduce an amendment at the Committee 
stage of the Companies Bill in the Lords, to permit the 
introduction of no par value shares. 


Still no action 

It is over 60 years since the question was first discussed. 
The zoth anniversary of Gedge is staring only months 
ahead. What about shares of no par value? Are we going into 
the future still holding on to the useless crutches of the past? 
Why has there been, and why does it look as if there will 
be, masterly inactivity over this question? 

The precept at the head of this article was culled from 
our legislators. Surely no par value shares are of no political 
significance? Can we not now move towards clarity and 
openness? 

The burden of proof lies with the legislators to show why 
British companies cannot issue shares of no par value. 


Taxing a Vulnerable Class 


Problems of Retirement, Widowhood and Divorce 


by PROFESSOR C. T. SANDFORD, M.A.(Econ.) 


Retirement and changes in marital status frequently create personal tax problems 
and generate anxieties about taxation. On retirement, total income may fall 
sharply and tax payments hurt more; the possibility of part-time employment 
raises problems of overlap between tax payments and welfare benefits; after a 
lifetime of weekly deductions, payments may have to be made in a lump sum; 
and the firm’s wages office is no longer at hand to explain the occasional 

query. These complications occur at a time of life when the taxpayer is less able 


to comprehend and to cope. 


No less serious are the tax problems arising for the widow, the divorced or 
separated woman whose husband has always dealt with the tax return, and 


ROUND 40,000 tax queries annually are sent to inquiry 

bureaux run by the press combines in England and 
Wales. When people write to the press with a tax query, 
they usually tell a lot about themselves. Their sex can 
generally be deduced from their name, the title on the 
reply envelope or the letter’s contents. Their ‘age’ (in three 
broad categories of ‘retired’, ‘nearing retirement’, or 
‘other’), like their marital status, can be accurately deduced 
nine times out of ten from the contents of the letter. And, 


1 The author gratefully acknowledges his indebtedness to these two 
organizations, and to officials of several citizens’ advice bureaux. 
Acknowledgement is also due to the Social Science Research Council 
and the P. D. Leake Trust for their financial support of this research. 


whose new situation raises its own tax problems. 


in order to have their query answered (e.g., ‘Am I paying 
too much tax?’?; ‘Is my code number correct?) they 
generally need to give their income; indeed, many corres- 
pondents send pay or coding slips with their letters. 

Details of occupation are also frequently mentioned. It 
is thus possible to build up a picture of the demographic 
and income characteristics of the letter-writers. 

The research study was made possible by the co-opera- 
tion of the Westminster Press and the John Hilton Advice 
Bureaux.! Over a five-month period, the head of the 
Westminster Press Inquiry Bureau, which services 29 
local daily and weekly papers, recorded, on a standardized 
card, information about each letter-writer and the nature 
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of their inquiry. This method ensured that the identity of 
the letter-writer remained strictly confidential to the 
Bureau. During the period the Westminster Press Bureau 
received letters from 1,098 inquirers with one or more tax 
problems. Besides the characteristics of the letter-writer, 
much information on the nature of the inquiry and the 
sources of the inquirer’s income was recorded on each 
card. 


Representative distribution 


Newspapers serviced by the Westminster Press Bureau are 
spread fairly evenly throughout England and Wales, with a 
mix of large and small towns and of industrial, rural and 
retirement areas. As a cross-check on the representativeness 
of the main findings, the support of a bureau servicing a 
mass-circulation newspaper was also obtained. Thus, 
letters from 463 inquirers with income tax problems, 
representing about 3 per cent of the tax inquiries annually 
received by the John Hilton Bureau, were analysed (with 
appropriate safeguards to ensure confidentiality), though 
in less detail than those to the Westminster Press 
Bureau. 

Individual characteristics of age, income and marital 
status are summarized in Tables 1, 2 and 3. The results 


Table 1 
Comparison of Inquirers Providing Information on Age 
Per cent 
Westminster John 
Press Hilton 
Retired ek 62-1 63-4 
Nearing retirement .. 5-9 69 
Other 32-0 29:7 
100-0 100-0 

















Table 2 
Comparison of Inquirers Providing Information on Income 
Per cent 
Westminster John 
Press Hilton 
Income per annum: 
Below £1,000 .. e e, 63-9 72-5 
£1,001-£1,500 .. E RA 28-2 21-6 
£1,501—£2,000 .. 5-1 3-2 
Over £2,000 28 2-7 
100:0 100.0 
Table 3 
Comparison of Inquirers Providing Information on Marital 
Status 
Per cent 
Westminster John 
Press Hilton 
Single 12-2 8:1 
Married Se 68-7 64-7 
Divorced or separated 2-2 10-4 
Widowed 16:9 16-8 
100-0 100-0 











ACCOUNTANT ` 


H 


November ist, 1973 


about the age of inquirers are remarkable, both for the 
high proportion who were retired or nearing retirement 
and for the close similarity between the two bureaux. 

As many as 68 per cent of the inquirers to the Westminster 
Press, and just over 70 per cent of those to the John Hilton 
Bureau, were retired or about to retire. By way of compari- 
son, of the total population of England and Wales over 
16, some 21 per cent are above the retirement ages of 60 for 
women and 65 for men. 

The inquirers to both bureaux were also characterized 
by relatively low incomes. The 64 per cent of Westminster 
Press correspondents with identifiable incomes under 
£1,000 compares with national figures of 45 per cent from 
Inland Revenue data for the same period; conversely, 
less than 8 per cent of the Westminster Press inquirers had 
incomes above £1,500, compared with 26 per cent for the 
national population. 

Average incomes for tax inquirers to the John Hilton 
Bureau were even lower. Whilst the similarity is more 
pronounced than the difference, the larger proportion of 
low-income correspondents to the John Hilton Bureau 
can probably be explained by a difference in readership 
between local newspapers, aiming at people with local 
interest at all income groups, and a national paper like the 
News of the World aiming at the less well-educated and 
therefore, in general, the lower income groups. 

Both bureaux have an almost identical proportion of 
widowed respondents (women predominating in the ratio 
of about 3:1) at 17 per cent, compared with a national 
percentage (for the population over 16) of about ten. The 
most striking difference lies in the proportion of separated 
or divorced correspondents: at 2:2 per cent the Westminster 
Press figure was probably above the national average, but 
the John Hilton percentage was almost five times that of the 
Westminster Press. 

It is possible that some people may be more willing to 
write to a distant and more anonymous national paper than 
to a local paper about problems as personal as separation 
and divorce. More likely the answer is that, as suggested 
by its director, the John Hilton Bureau has a reputation 
dating back to the Royal Commission on Divorce in 1955, 
for dealing with all branches of law as they affect the break- 
up of a marriage; it therefore attracts, particularly from 
women, questions on related fields including tax. This 
higher proportion of divorced and separated women 
probably also explains the higher proportion of females 
amongst the correspondents to the John Hilton Bureau. 


Perplexed pensioners 


The additional data obtained from the Westminster Press 
analysis supports the impression that the dominant form of 
letter-writer was the perplexed pensioner; thus, the most 
frequently-mentioned source of income was pensions. 
Those who had already retired were especially anxious 
about the tax effects of pension changes, sought explana- 
tions of the age reliefs for small incomes, and required 
advice on the arrangement of their investments. ‘Those 
about to retire ask significantly more questions than the 
average letter-writer, and particularly sought predictions 
of the effect of retirement, or post-retirement employment, 
on their tax payments. 

The data obtained from citizens’ advice bureaux, based 
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on interviews, was qualitative rather than quantitative; it 
endorsed and supplemented that from the press inquiry 
bureaux. In the year of the survey (1971) some 20,000 
questions on tax were put to officials at CABs throughout 
England and Wales. Research was restricted to interviews 
at a sample of ten CABs and, for reasons of accessibility 
and cost, these were chosen from one region in the country 
only; but care was taken to ensure an adequate coverage 
of communities of different kinds, e.g., urban, rural, 
working-class and retirement areas. Interviews were open- 
ended, but the interviewer sought information on the 
number and type of tax queries received at CABs, the 
general characteristics of inquirers and the amount and 
type cf work which the bureau undertook for these 
inquirers. 

The principal characteristic of the CAB inquirers is 
summed up in the words of one organizer: ‘Mainly, I 
would say, they are elderly people who have retired.’ In 
seven of nine bureaux for which we have information on 
age, inquirers were described as being mostly retired, 
estimates of the actual proportion of elderly inquirers 
ranging from ‘over 50 per cent’ to “go per cent’. In the 
remaining two cases, one bureau said that inquirers were 
of ‘all ages’, and suggested that this probably reflected the 
relatively low proportion of pensioners in the local 
town; while the other estimated that about 65 per 
cent of inquirers were middle-aged and the remainder 
pensioners. 

Estimates by CAB organizers of the proportion of 
inquirers receiving incomes of less than £1,000 per annum 
were consistently high, varying from 60 per cent to virtually 
100 per cent with any balance being made up almost entirely 
from the £1,000 to £2,000 per annum income bracket. 


Clarification sought - 
Questions from pensioners or those about to retire 
followed much the same lines as those to the press bureaux. 
They sought clarification of the regulations concerning 
coding for pensioners, age reliefs, and specific questions 
of the general form: ‘How much tax will I have to pay 
when I retire?’ or ‘Is my tax assessment correct? Many 
were worried about having to pay tax in lump sums after a 
working life of weekly deductions, and they often asked 
if they could pay tax weekly. 

Earnings regulations were a source of concern, as were 
the combined effect on tax rates of part-time earnings and 
pensions. Some pensioners got into difficulties over tax 
arrears when they had failed to declare a rise in pension 
or additional small sources of investment income. Other 
causes of confusion among pensioners were the assessment 
of some items of income on a previous year and some on a 
current year basis. 

Widows whose husbands had previously attended to 
family tax affairs often came in for advice and help, even 
to the extent of asking the bureau to fill out the tax return 
for them. 

The face-to-face contact between inquirers and CAB tax 
advisers reveals more fully than letters to the press bureaux 
some of the difficulties experienced. CAB inquirers often 
found the tax forms too difficult to cope with; they did not 
understand explanations of marginal age relief given by the 
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Inland Revenue; and they were often inarticulate and 
frightened of Inland Revenue officialdom. 


Financial loss 


The letters to press bureaux and the visits to CABs reveal 
the anxieties felt by pensioners and widowed, divorced and 
separated persons about tax matters. But the problem is 
not only that of anxiety. The detailed analysis of the 
inquiries to the Westminster Press Bureau revealed a 
number of occasions when correspondents were losing 
financially because they were not receiving tax allowances 
to which they were entitled; or they were suffering non- 
recoverable income tax on an investment in a building 
society when, on an alternative investment, they could have 
reclaimed tax. 

The voluntary agencies — the press bureaux and CABs — 
provide a valuable social service; but it must be doubted if 
they meet the whole need. What else could be done? 

One approach lies in simplifying the whole income tax 
system. Since the research study was undertaken, some- 
thing has already been done by the introduction of the new 
system of unified personal tax. The simplification par- 
ticularly affecting retired persons was the provision of a 
wide band of investment income free from the investment 
surcharge which replaced earned income relief; this auto- 
matically eliminated the complicated age allowance on 
small investment income (by which those over 65 years old 
with limited incomes received the equivalent of earned 
income relief on investment income). The introduction of 
the tax credit scheme would bring further simplifications 
from which pensioners, along with the rest of taxpayers, 

could benefit, though this advantage was virtually ignored 


_ by the House of Commons Select Committee. The 


opposition of most of the Labour members on that com- 
mittee makes it doubtful, should Labour come to power 
at the next election, if the scheme will materialize; and in 
any case its implementation would take five years. Can any 
other and more immediate action be taken? 

A few suggestions might be made. Some well-advertised 
‘further education’ classes for the retired and those about 
to retire, might help. Employers might be sent copies of 
the Inland Revenue pamphlet, Income Tax and the Elderly, 
to give to workers about to retire. A special service might be 
provided within the new tax advisory centres for the aged 
and those with tax problems from changes in marital status ; 
such people particularly need patient and humane handling. 

A more formal link between CABs and tax offices might 
be feasible, with a tax officer available at certain specified 
times at the CABs; if he met people outside the Revenue 
office, it might help to break the fear of officialdom which 
may be felt particularly by the elderly or those recently 
subject to severe emotional stress. There are precedents 
from other countries for this kind of liaison ; the Americans, 
for instance, have felt the same need to provide special tax 
services for the elderly and retired, and their Internal 
Revenue Service works with various retirement ‘organiza- 
tions conducting courses for volunteers who then assist 
retired taxpayers. 

It might also be pointed out to husbands that, as women 
on average live six or seven years longer than men, it is no 
kindness to keep potential widows in ignorance of tax 
matters. 
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Management by Objectives 


Scope for the Accountant 


by ERNEST GOW, FCMA, A.M.B.1.M. 


Management by objectives has passed through the so-called ’switched-on 
period’ when many companies felt that they just could not get by without it. 
However, from it has emerged a form of rationale and acceptable management 
technique which, when put into perspective, has much to offer. Indeed, having 
come through the crucible, many MBO systems have evolved into dynamic 


instruments of implementation of policy. 


N spite of argument to the contrary the accepted best 

method of formulating an MBO system is to set overall 
company objectives and then to allow departments, 
divisions or sections to develop objectives in support of 
these co-called top echelon objectives. In operating in this 
manner, the part which accountants and the function of 
management accounting plays is becoming increasingly 
important in quantifying into acceptable terms the form 
of measurement of the objective and also in recording the 
degree of achievement. 


Positive targets 

This one aspect of MBO has improved in that there is now 
more emphasis on positive targets, generally set in conjunc- 
tion with a comprehensive budget package. Such a package 
(depending upon the nature of the product) would cover a 
wide range starting with volume factors such as a monthly 
(or other time-based) schedule of production and breaking 
down to standard hours of production per month. This 
leads on to manpower planning and support services, ratios 
of scrap, overtime or subcontract, leading into a form of 
financial results, reported monthly and compared with 
actuals. From the same budget planning package would also 
emerge inventory ratios, functional employment reports and 
detailed and separate departmental expense reports. 

It is essential that the planning aspect of a “budget 
package’ is supported by an adequate monthly reporting 
system which allows for comparison and can make use of 
exception reporting techniques. It is also important that 
the measure of achievement of objectives which relate to 
quantitative factors can be reported upon in a regular man- 
ner and that the information is available within a reasonable 
period of time after the end of the accounting period. 

Some examples of objectives which are meaningful and 
significant and which fall into the orbit of a management 
reporting system are: 


D 


Inventory. ratios 
Operating at go per cent of plant capacity during the year 
with a ratio of production stores moving from 2-5 months 
of usage to 2-00 months; the objective here is to produce 
at the levels as agreed i in the budget and at the same time 
‘rediice the inventories in the stocks of manufacturing 
‘thateridls. Detailed plans would be prepared by the 


inventory control group in conjunction with purchasing 
department. 

The total range of production stores would probably 
be analysed into an A, B, C-and D classification list to 
provide a guide to the items which would offer the greater 
opportunity of contributing to a meaningful reduction in 
total inventory holding. The cost savings related to this 
objective can be expressed in terms of pounds sterling 
saved by avoiding an inventory holding at {x per {100 
of inventory for one year. A current figure is £30 per {100 
of inventory, so for a reduction of £100,000 of inventory 
the saving would be £30,000 p.a. 


Departmental expenses 
Controlling departmental expenses by linking them to sales 
expressed as a ratio, particularly in areas of fixed expenses 
such as accounting, purchasing or personnel, could offer 
some good opportunities. The total expenses are expressed 
as a percentage of sales, i.e. : 

Sales per month £1 million. 

Purchasing department expenses per month {10,000= 
I per cent of sales. 


Whilst recognizing the possibility of sales prices chang- 
ing, there is still a fairly high degree of stability to allow it 
to be used as a measure. 


Labour efficiency and effectiveness 


The deployment of the labour force offers an opportunity 
to set meaningful objectives; one example is to use the ratio 
of overall hourly labour hours to standard hours produced. 
This ratio does several things; it focuses on the indirect 
content of the hourly labour force and also on the efficiency, 
effectiveness and utilization of the direct hourly employees. 

A budgeted ratio of 2-70 hours to standard tells you 
simply that it takes 2-7 hours of work by the hourly em- 
ployees to produce a saleable standard hour. The next step 
is to analyse the work load and efficiency measures in various 
areas to identify what is a good and acceptable target. This ` 
is to some degree a classic example of objective setting; it 
prompts the foreman in each section to look at his area and 
to examine his job load and incidence of indirect hours 
worked to direct hours or standard hours produced. 

The benefits to be derived from an improvement in this 
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area are obvious and can be quantified in terms of £ 
sterling and also in number of employees. 


Quality control l 
On a similar tack, targets can be set for scrap percentages 
related to output measured against good products or costs 
of running the quality control area. 


Government grants 

Accounting departments in common with others, should, 
in addition to accepting the responsibility for recording the 
information to measure and analyse, develop their own 
objectives. The expenses of running the department are an 
obvious choice. 
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Not so obvious would be to set a target for recovery of 
government grants on capital expenditure in a regional 
development area, or indeed any area receiving grants. 
Using the budget capital expenditure as a guide and by 
referring to previous payments, establish an objective of 
£x per annum. 


There are endless opportunities and it could be argued 
that, without formally labelling it MBO, such plans would 
have emerged. We would never really know the answer 
to that; but the advantage of the formalized method lies in 
the deliberate search for targets. This can lead to innovation 
enterprise in terms of cost savings and reductions, and 
other forms of improved effectiveness. 


Strengthening the 
, Shareholder’s Hand 


S regards the appointment of inspectors by the Depart- 

ment of Trade and Industry, the present position is 
that the Department must appoint an inspector if the 
company passes a special resolution to that effect — requir- 
ing a three-quarters majority, which is most unlikely to be 
obtained against the opposition of the directors — or if the 
Court so orders (Companies Act 1948, section 165 (a)); 
there are also a number of specified circumstances in which 
the Department may appoint an inspector (sections 164 and 
165 (Au. The Jenkins Committee recommended that 
legislation should be passed making it mandatory to appoint 
an inspector when 200 or more members, or holders of 
25 per cent or more of the issued shares of any class 
request such an appointment, unless the [Department] 
considered that the application was vexatious, or that 
sufficient facts were known to the applicants to enable them 
to assert their rights on their own behalf. The committee 
thought that ‘it should be made somewhat easier than it 
now appears to be for a complainant to set an inspection on 
foot’. 

What has the current White Paper to say about this? A 
staggering degree of impenitence is exhibited. We are told 
that it is essential that action by the DTI should not be 
seen as a convenient substitute for appeal to the Court, 
‘which is normally the proper course for an aggrieved 
individual’. There is no mention of the fact that the rule 
in Foss v. Harbotile ((1843) 2 Hare 461) will, unless the 
voting majority of the members want the litigation, pre- 
clude the aggrieved individual from being heard at all by the 


Previous articles in this series appeared in The Accountant of October 
4th, 18th and 25th. 


by I. S. STEPHENSON, M.A., LL.B 


Court (irrespective of the prolonged delays and expenses of 
litigation), concerning the merits of his complaint in several 
of the circumstances listed in section 165 (b) as those in 
which an investigation may be made. 

The government, according to the White Paper, ought 
not to try ‘to cushion investors from the results of their 
own decisions’. Exactly what decisions are those referred 
to? If it means that they ought never to have invested in the 


_ company in the first place, this would mean that inspectors 


ought never to be appointed; if it means that, having 
appointed the directors, the investors must be disabled 
from complaining to the DTI of the directors’ subsequent 
conduct, this augurs a truly remarkable degree of prescience 
on the part of the shareholders and is again a blanket 
excuse for doing nothing in almost all likely circumstances. 
If it refers to any other decisions than these, very few (and 
those most unlikely to be relevant to any issue requiring 
investigation) are made by the investors anyway, but are 
made by the directors. Furthermore, the White Paper 
states, ‘the cost of an investigation can be very considerable’. 
Such tenderness; shades of Concorde and Maplin! 

On these flimsy grounds, the White Paper rejects the 
Jenkins Committee’s recommendation for extending the 
circumstances in which appointment of inspectors is 
mandatory, and even seeks to discourage the making of 
applications under the existing section 164 by a minority of 
the members, by proposing that such applicants (who can 
already be made to repay the costs of an investigation upon 
its conclusion) should henceforth be required to give 
advance security — at present limited to a maximum of {£100 
— for the probable entire costs of the investigation. This 
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ludicrously mean and disabling provision, designed 
presumably to discourage applicants — it must have this 
-effect ~ from disturbing the departmental lassitude ought to 
be scotched, even by a well-Whipped Parliament. 


Shares of no par value 
The Cohen Committee admitted that there was much 
logic in favour of legislation to permit the introduction of 
ordinary shares of no par value, but refrained from 
recommending the change because of lack of public 
demand (any general demand, it may be thought, is 
unlikely, since it is improbable that many members of the 
public have heard of them) and the need to enact provisions 
fixing how far money received in payment of the shares 
must be treated as non-distributable capital. The Gedge 
Committee recommended their introduction (with one 
dissentient, the Trade Union Congress representative) and 
the Jenkins Committee reported that they had received 
‘no evidence against, and much in favour of’ this change. 
The principal argument in favour of such shares is, of 
course, that nominal value speedily becomes unrealistic — 
perhaps immediately after issue — and that profits and 
dividends may very well bear little relation to what is 
quite likely to be an archaic nominal capital value and 
hence give rise to much ignorant criticism and ill-feeling. 
Despite the two most recent Committees having reported in 
favour of the change, the Government now decline to 
introduce it, primarily on the ground that ‘no serious 
inquirer is likely to be misled by nominal value’ nowadays. 
The present writer has, in fact, seen a televised party 
conference — long after the Jenkins Committee — at which 
an argument based on this fallacy was enthusiastically 
received without a detectable dissenting voice. Con- 
ceivably, those who attend these gatherings do not come 
within the category of ‘serious inquirers’. 


Voteless shares 
The question of whether there should be a legislative 
prohibition on any further issue of non-voting shares, and 


the further but related question of whether all current, 


holders of such shares should be legislatively enfranchised, 
has in the past been the subject of much discussion; the 
latter of these proposals is more controversial. Any pro- 
hibition of voteless shares must, in order to be effective, 
also prohibit or greatly restrict the practice of ‘weighted 
voting’, whereby the holders of certain shares are, under 
the constitution of the individual company, invested with 
a voting strength altogether disproportionate to their 
contribution as members to the capital of the company. 
The Jenkins Committee noted that those who gave 
evidence to the Committee exhibited a more marked 
division of opinion on this topic than on any other. The 
abolitionists, on the one hand, argued that in principle it is 
wrong that those who contribute to the risk capital of the 
company should be debarred from exercising a propor- 
tionate voice in its concerns, and that this was not only an 
evil to such members but also contrary to the public 
interest which requires that the shareholders be able to 
exercise a measure of control over and act as a spur to the 
directorates of their companies. Such disenfranchised 
shareholders, it was urged, have no redress save by ex- 
pensive, prolonged and difficult Court proceedings should 
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they be unfairly treated by the directorate and by the voting 
shareholders; they are also liable to suffer unfairly in the 
event of a take-over bid, in that the lush advantages held 
out by the bidder are likely to be primarily directed towards 
the holders of the voting shares, even perhaps to the length 
of ignoring voteless shareholders altogether. Further, the 
uninitiated may well not realize that they are buying 
voteless shares or the implications of them. 

Conversely, the supporters of such shares argue that there 
is nothing unfair in holding to his bargain a person who 
voluntarily elects to acquire a voteless share, and that 
there can be no public policy which would justify inter- 
fering with the freedom of contract in this matter. The 
difficulty in framing legislation which would guard against 
weighted voting and the like has also been stressed, and 
that voteless shares may be advantageous in securing 
continuity of management and in freeing them from undue 
distractions and extraneous pressures, 


Scant comfort 


The Jenkins Committee perhaps accepted this last 
argument rather too uncritically; they observed that ‘In the 
end, a company under inefficient management must in a 
competitive field either become efficient or be submerged’, 
but its submergence will be of scant comfort to the voteless 
shareholders as they gloomily and voicelessly watch it sink 
beneath the waves. The question has also been raised of 
whether and how the voting shareholders in companies 
having voteless shares are to be compensated for loss of 
their current privileged position, should the voteless shares 
be enfranchised. 

The Jenkins Committee found the question a difficult 
one, but concluded that the case for the abolition of voteless 
shares by legislation had not been made out. Three 
members of the Committee dissented from this conclusion, 
and observed with much cogency: 

‘It is also said that shareholder control is inefficient, 
since the directors, as a class, know better what is good for 
business and for the shareholders than the shareholders 
themselves. In the normal case this is usually true. But if 
shareholder control is destroyed and nothing put in its place, 
we have to go still further and say that business efficiency is 
best ensured by allowing the directors to function free of any 
outside control, except that of the Courts in the event of 
misfeasance, and by making themselves irremovable without 
their own consent, however inefficient they may prove to be’ 
The current White Paper states an intention to prohibit 

the issue of voteless shares in the future, and also demon- 
strates an intention to deal with the problem of weighted 
voting, although without specifying how this is to be done. 
It may be suggested as a general principle for future issues 
that the holders of ordinary shares should have a voting 
strength proportionate to their contribution to the ordinary 
share capital, and that attachment of voting rights to 
debenture or preference issues should be prohibited (a 
necessary provision to prevent evasion). 

As regards existing quoted issues, there is no doubt more 
to be said against the abolition of voteless shares; but it 
does go considerably against the grain to see directorates 
who hold only a minute proportion of the capital neverthe- 
less entrenched in perpetuity, however inefficiently they 
may mismanage the company. 
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Claim of Lien Against Receiver 


ON-POSSESSION of goods at the date of a receiver’s 

appointment, Mr Justice Mocatta held recently, is fatal to 
a claim of lien; even though such a lien would have existed, on 
coming into possession of the goods, by virtue of a contract 
existing before the appointment. A contractual right of lien 
against goods in futuro was distinguishable from an inchoate 
right of set-off in respect of a debt arising before the receiver’s 
appointment (see, for instance, Rother Iron Works Ltd v. 
Canterbury Precision Engineers Ltd ([1973] 1 All ER 394); 
The Accountant, May 1oth). 

A Ltd had given a floating charge over substantially the whole 
of its undertaking in favour of a bank, under which the company 
was precluded from creating any further charge ranking in 
priority to, or pari passu with, the bank’s charge. A had also 
done regular business with B Ltd, transport contractors; and 
on August 23rd, 1971, B received a written order to collect 
goods from the London Docks and deliver them to one of A’s 
customers. The contract of carriage incorporated standard 
conditions of the Road Haulage Association, under which B was 


entitled to ‘a general lien . . . for any moneys whatsoever due’ 
from A. At this time, A owed B some £3,000 in respect of earlier 
haulage. 


Part of the consignment was collected and delivered on August 
25th. On August 31st, the bank appointed a receiver, E, under 
the terms of A’s floating charge, and B learned of this on 
September 2nd. The balance of the consignment covered by the 
instructions of August 23rd was also discharged at London 
Docks on September 2nd, and B initially refused to deliver it. 
Following negotiations between B’s solicitors and E, the receiver, 
it was agreed that B would deliver the goods to A’s customer on 
terms that E would in any event pay B’s charges for that transit 
(approximately £58); and further, that if B thereafter established 
that they were entitled to refuse to deliver these goods under the 
terms of their claimed general lien, then E would pay the sum 
owed by A. A 

The claim of lien, however, was dependent on possession; 
and non-possession of the goods at the time of the receiver’s 
appointment on August 31st was fatal to such a claim. 

George Barker (Transport) Ltd v. Eynon ([1973] 3 All ER 374). 


Company: Restoration to Register 


ERE a company has allowed itself to be struck off the 

register under section 353 of the Companies Act 1948, 

in consequence of default in complying with its statutory obli- 

gations, a subsequent application by the company for restora- 

tion to the register under section 353 (6) will normally be 

granted only on terms that the company bear the Registrar of 
Companies’ costs on a common fund basis. 

C Ltd had ceased to trade in 1967-68, at which time it was 
thought to have no assets, and the directors apparently decided 
that the most convenient way of dissolving the company was to 
allow it to be struck off under section 353. The secretary ac- 
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cordingly did not file any further annual returns, nor did the 
company answer any of the communications which it received 
ne the Registrar, and in July 1969 the company was struck 
off. 

Subsequently it was realized that the company still held title 
to certain assets, and a petition was presented for its restoration 
to the register to enable it to deal with them. On the hearing of 
the petition, Megarry, J, took the point that a company which 
deliberately used section 353 as a convenient and perhaps 
economical way of dissolution might well be required, in the 
event of its being restored to life, to pay the Registrar’s costs 
incurred in relation to the striking-off. Parliament, he said, 
could hardly have intended to make freely available to a com- 
pany a course which depended (as here) on the company being 
in breach of its statutory obligations. 

Under section 353 (6), the Court has power to ‘give such 
directions and make such provisions as seem just for placing the 
company and all other persons in the same position as nearly as 
may be as if the name of the company had not been struck off’. 
Accepting that the Court had no jurisdiction to impose a penalty 
in circumstances such as the present, Megarry, J, nevertheless 
indicated that, in his judgment, future orders for restoration 
should be made subject to taxation of costs (under order 62, 
rule 28 (3) of the Rules of the Supreme Court) on a common fund 
rather than ‘party and party’ basis, save in cases where the 
applicant for restoration was innocent in any matter of default. 

The difference in the amount of costs likely to be payable by 
an applicant in these circumstances, it was suggested, would 
be of the order of £10. As the Court observed, ‘this is not much, 
but it is something’. 

Re Court Lodge Development Co Lid ({1973] 3 All ER 425). 


Redundancy: Alternative Offer 


MISSION of a material term from a written offer of alter- 

native employment, the National Industrial Relations 
Court has decided, means only that the unwritten term cannot 
be considered for the purpose of ‘unreasonable refusal’ under 
section 2 (4) of the Redundancy Payments Act 1965. It does 
not mean that the offer can be totally disregarded. 

K was employed by C Ltd at a factory in Shadwell, London 
Er. In November 1972 he was informed in writing that the 
company’s business would shortly be transferred to new pre- 
mises in Islington; that the company’s labour requirements 
would be unchanged at the new premises; and that all employees 
were offered employment under the same terms and conditions 
at the new premises. K did not accept this offer, and his employ- 
ment by C therefore ended when the Shadwell factory closed on 
November 17th. He subsequently applied for a redundancy 
payment, giving his reasons for refusing C’s alternative offer as 
(i) that it would have added approximately an hour’s travelling 
to his working day, and (ii) that his fares to work would have 
been doubled. 

An industrial tribunal rejected K’s application; they reached 
the conclusions (i) that K’s travelling time to Islington would 
not have been significantly increased, (ii) that C had allegedly 
offered to contribute towards K’s increased travelling expenses, 
and (iii) that K’s reasons for refusing employment at the new 
premises had not been advanced in good faith. On appeal to the 
NIRC, it was argued for K that C’s alternative offer did not 
specify the date on which the new employment was to start, 
nor the contribution towards travelling expenses, and was 
therefore not a valid written offer for the purposes of section 
2 (4). 
As the NIRC found, in a case such as the present, the new 
employment was plainly intended to follow immediately on the 
heels of the old, and failure to specify the precise date was there- 
fore not essential. The tribunal had, however, erred in taking 
the alleged contribution to K’s travelling expenses into account; 
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this did not appear in the written offer, and the tribunal should 
have ignored it. The written offer was nevertheless a valid offer 


for the purposes of section 2 (4), and the remaining grounds of 
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the tribunal’s decision (which the NIRC saw no reason to 
disturb) were sufficient to disallow K’s claim. 
Kaye v. Cooke’s (Finsbury) Ltd ([1973] 3 All ER 434). 








Straighter - but 
Broader — Course 


From Our New York Correspondent 


T a time when the pace of inflation — admittedly, for a 

single, exceptional summer month — was high enough 
to cause the equivalent of an annual rise of 26 per cent in 
the American consumer price index, a great deal of interest 
has centred round the recommendations that the True- 
blood Report would make on the adequacy of historical- 
cost accounting. As in other respects, the report has made 
bold proposals on this subject — the only question being 
how far they will be followed. 

In the recently-issued report on ‘The Objectives of 
Financial Statements’, the study group appointed by the 
American Institute two years ago and headed by Mr 
Robert M. Trueblood, chairman of Touche Ross & Co of 
Chicago -one of the American ‘Big Eight’ firms — does 
not go so far as to recommend the abandonment of 
historical costs in balance sheets or income statements. But 
it urges that a separate column in the balance sheet should 
show the current value of inventories, as well as plant and 
other fixed assets, in all cases where historical value has 
become seriously misleading. 


Difference of view 


The study group was divided on the best method of allow- 
ing for inflation in the income statement. Some of the 
experts argued that changes in value from one reporting 
period to the next should be recognized through a corres- 
ponding deflation of profit totals in the latest year. Others 
held that the effect of value changes should be set out 
separately. But all agreed that the statement should 
include quantitative estimates of the impact of inflation. 
The profession in the United States thus appears to be 
moving in the same general direction as that recommended 
for Britain in ED8 on the case for current purchasing power 
accounting. 

Another subject of broad interest covered by the 
Trueblood Report is the place of earnings forecasts. The 
official American position, as reported in this feature on 
March 22nd last, is now that forecasts may be included in 
financial statements, with the latest ruling by the 
Securities and Exchange Commission specifically leaving it 


to the discretion of management whether or not to offer 
them. True to its principle that the statements ought to be 
tailored to the needs of the broad investing public — not 
merely of the professional—the report concludes firmly 
that ‘financial forecasts should be provided when they will 
enhance the reliability of users’ predictions’. 


Exacting standards 


In amplification of this finding, the report proposes some 
exacting standards of forecasting. Underlying assumptions 
should be clearly spelled out; forecasts should be regularly 
up-dated, rather than omitted when the outlook has 
clouded; and they should, in due course, be compared with 
results actually achieved. As a further guide to future 
profitability, users should be provided with a ‘statement of 
financial activities’ setting forth risk factors in assets held, 
the extent of lease commitments, changes in sales backlogs 
and other trends that are at present inadequately disclosed 
to the individual investor. 

The report studiously avoids recommendations on more 
detailed matters now under review by the Financial 
Accounting Standards Board, at its brand new head- 
quarters in Connecticut. The purposes of the Trueblood 
Report can undoubtedly be furthered by clear solutions to 
the two latest problems to come before the FASB — how 
to account for future losses, and how to treat research and 
development and other outlays for future production 
ventures. . 


Immense effort 


But the study group found it hard enough to reach agree- 
ment without going into details of this kind. Its aim was to 
avoid excessively short-term or controversial issues, so as 
to be able to propound general guidelines that should prove 
acceptable without limitations of time or geography. 

The danger, after an immense expenditure of effort that 
has involved the profession in Britain as well as America, 
is that the report will be forgotten rather than followed. So 
far, however, the outlook for action is encouraging. 

The make-up of the study group is perhaps its strongest 
safeguard. In addition to a dynamic and widely-respected 
member of the profession as its chairman, the group com- 
prised representatives of two of the other ‘Big Eight’ 
firms; three leading figures from the academic world; two 
well-known businessmen; and a financial analyst. Moreover, 
the precedents are favourable. The Wheat group, set up at 
the same time as the Trueblood group, has already given 
birth to the FASB and to a burst of new interest in the 
improvement of accounting standards. 

Mr Wallace E. Olson, Executive Vice-President of the 
American Institute, has reassured those who fear that the 
report may fail to bring the recommended reforms. ‘T 
don’t think’, he said earlier this month, ‘it’s going to get 
put on the shelf and gather dust’. 
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TRAIGHTFORWARD comparison 

of Raglan Property’ Trust’s 1973 
accounts with those of 1972 provides 
evidence enough of the pace of the 
company’s growth. Close followers of 
stock-market situations and company 
developments in the past two years 
or so will recognize three names on 
the Raglan Property board — Mr E. D 
Barkway, Mr R. A. Eldridge, B.SC., 
A.C.A., and Mr D. G. Stableford, A.C.A. — 
and followers of the world of property 
development will know the three other 
boardroom names — Mr R. W. Thirlby, 


A.R.I.C.S., A.IA.S., Mr D. M. Anderson,’ 


A.R.I.C.S., and Mr J. P. S. Warne, A.c.1.s. 

This is a blend of financial and pro- 
perty expertise that has worked well for 
Raglan and in a matter of three years has 
transformed it from just another small 
property concern into one of the more 
thrustful property development com- 
panies in the land. In his chairman’s 
statement, Mr Barkway, admits that, 
although higher profits have been 
achieved without any transfer from capital 
reserves, the growth has been achieved 
primarily through dealing transactions. 
But, as the development programme 
develops, rental income will continue 
to grow steadily. 

A revaluation of the company’s proper- 
ties as at March 31st, 1973, is reflected 
in the increase in net assets from 
£55394,236 to £15,033,661 after including 
properties bought during the year. It 
represents an asset value of 33p a share, 
compared with the previous year’s 12p. 
But, having had the properties indepen- 
dently valued, the directors do not 
apparently consider that enough. 


Revaluation basis 


The Raglan report came out half-way 
through the new financial year, and so 
the chairman considers it fair to state 
that the directors consider the March 
31st valuation conservative, since it was 
conducted in the January-March period 
of this year. ‘In view of the continued 
development of the company since the 
year-end’, Mr Barkway says in giving 
the directors’ view, their estimate of the 
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Raglan Property Trust's 


Thrustful Image 


present asset value per share is therefore 
now in excess of 5op. 

Further than that, ‘neither of these 
figures represent in any way the asset 
value which will apply when the develop- 
ments are completed, and shareholders 
can therefore look forward to consider- 
able increases in the net assets of the 
company as the development programme 
continues to advance’. Gone are the days 
when companies were valued by what they 
earned rather than what they owned! 

The revaluation, incidentally, was 
undertaken in the UK by Conway Relf 
& Sabey, chartered surveyors, and in 
France by Richard Ellis International. 
Completed properties held for investment 
were valued on a willing buyer-willing 
seller basis. Properties being developed 
or held for future development were 
valued as between willing buyer and 
willing seller in their existing state. No 
account was taken of the increase in value 
stemming from development expenditure 
when incurred nor of the additional 
value expected when each project is 
completed and fully let. 


£110 million programme 


The Raglan report details properties 
acquired and developments in hand and 
total projected development costs are not 
at more than {110 million. A number of 
the schemes are major projects such as 
developments in the centre of Leeds and 
in Battersea and Cromwell Road, London. 
Mr Barkway comments: ‘We have found 
no slowing-down in the demand from 
prospective tenants for offices, shops and 
warehouses in prime locations, and the 
investments so created are in even 
greater demand from the funding institu- 
tions.’ 

General policy of the company is to 
recover 100 per cent of the development 
costs of all development projects and 
investment acquisitions. “The cash in- 
herited and generated by existing man- 
agement is used where speedy decisions 
and an ability to commit are necessary 
to secure the best sites.’ 

Soon after initial purchase, Raglan 
generally has a particular institution from 


which permanent finance is likely to be 
available. Part of the agreement of such 
permanent funding normally is that the 
institution concerned also provides in- 
terim finance for the building programme, 
with interest carried on a roll-up basis. 

It is interesting to read Mr Barkway 
on the subject of the property market and 
of the Raglan philosophy towards it. 
Through inflation, rental values have 
continued to rise, and Raglan has found 
that rentals budgeted for at the outset 
of a development programme have been 
substantially exceeded in nearly all cases. 
Property, through its resultant apprecia- 
tion in value, is maintaining its leading 
role as a hedge against inflation. 


Institutional finance 


By creating quality investments with 
suitable tenants able to satisfy the demands 
of institutional investors, Raglan is pro- 
vided with a ready source of supply of 
finance for its development programme. 
Mr Barkway says: ‘We have not experi- 
enced any lack of suitable funds for our 
projects as and when they reach an 
appropriate stage, and are happy that 
our short-term supplies of cash and bank 
facilities provide us with a satisfactory 
margin to cover the period between the 
purchase and final funding.’ 

Raglan, the chairman admits, is for- 
tunate in having one or two specific funds 
with which there are very close connec- 
tions and ‘to whose advice we can turn 
for support or otherwise prior to com- 
mitting ourselves to any major under- 
taking.’ Terms have been agreed in 
principle for the provision of £40 million 
over the next five years, and finance of 
£18-5 million has been separately ar- 
ranged for the Leeds development with 
another institution — the Sun Alliance 
London Assurance group in fact. 

Mr Thirlby, managing director and Mr 
Anderson, deputy managing director, are 
the key shareholders in Raglan with 
5,072,147 and 3,702,009 shares respec- 
tively on September "ch, Mr Warne 
holds 78,333 shares. Thirlby Anderson, 
a firm in which these three directors are 
partners were appointed consultant sur- 
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veyors to the company for a five-year 
period from the beginning of 1972, the 
terms being a retainer of {1,000 a year 
and fees equal to r per cent of the 
development cost (as determined by the 
Raglan board) of each new project under- 
taken and completed. The retainer is to be 
reviewed annually, and the percentage 
rate payable may be varied by the Board 
on one month’s notice. 


Vickers da Costa 


ICKERS DA COSTA is one of the 

most prominent stockbroking names 
in the City of London but the recently- 
issued report and accounts of Vickers da 
Costa & Co Ltd, showing turnover at 
£701 million and profits just short of 
£2 million, suggest that stockbroking is 
hardly the most accurate description. 

Mr Ralph Vickers the chairman says, 
‘Our business, which is international 
investment banking, falls into three main 
categories’. The first is stockbroking 
through membership of the London and 
Hong Kong Stock Exchanges and through 
correspondent relationships with mem- 
bers of virtually every exchange in 
the world; the second is international 
arbitrage through which a single global 
market for investment securities is 
created; and the third is financial ser- 
vices ~ primarily fund management, but 
also corporate advice. 
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Although the categories are clearly 
defined, they are so closely interwoven 
in operation that a satisfactory definition 
of their respective contribution to profits 
is impossible to produce. The £701 
million turnover comprises £381 million 
under commission and brokerage, and 
£320 million of international business — 
divided into £144 million of securities 
transactions and £176 million of related 
transactions. 

But stockbroking arbitrage operations 
and financial services all rely on research, 
dealing and administration services which 
they use in common but whose costs have 
eluded rational apportionment. 

Mr Vickers says, ‘We are trying to 
develop accounting systems that will 
come closer to giving us a meaningful 
division; and I hope that in future years 
I shall be able to give you more details 
than I can now.’ Those future years are 
likely to see Vickers da Costa as ‘a fully 
fledged public company with a Stock 
Exchange quotation’. 


Heron Corporation 


NYONE who has been keeping 
Heron Corporation’s annual reports 
in a file will have to get a bigger one. 
Heron’s report comes this year in 14 in. by 
94 in. size with everything printed ‘long- 
ways’. The reader puts the spine of the 
report to the top, and turns the pages up 
rather than over. 
To help, there is a thumb index along 
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the bottom. It is all very impressive, and a 
feature of the group accounts is that — in 
order to present more fairly the group’s 
interests in associated companies ~ a 
combined consolidated balance sheet has 
been prepared, which includes the group’s 
interest in the assets and liabilities of 
associated companies. The figures are 
set out alongside the consolidated balance 
sheet figures prepared on standard 
accounting principles. 

The main associated company is the 
quoted Scottish Automobile Co, into 
which Heron’s motor division was sold 
during the year. Inclusion lifts the group 
balance sheet total from £7708 million 
to £83-83 million. 

The shares of Scottish Automobile are 
the only public, but still limited, way into 
Heron Corporation which is now basically 
a property development organization with 
all but £2 of the £1 million of share capi- 
tal held by Mr Henry Ronson (chairman) 
and Mr Gerald Ronson (managing direc- 
tor) and their family trusts. Two other 
directors hold one share each. 

That distribution makes the rọ king- 
size pages of the annual report an exercise 
in public relations. Only ordinary and 
deferred shareholders are entitled to 
attend and vote at the annual meeting 
which, if the note to that effect added to 
the notice of meeting is strictly applied, 
can hardly be a crowded affair. But the 
venue is the Connaught Rooms, London, 
and the public relations exercise is 
doubtless to be continued there. 


RAGLAN PROPERTY TRUST LIMITED 


CONSOLIDATED BALANCE SHEET 


31st March 1973 





Notes 1973 1972 
Assets £ £ Assets 
Fixed Assets 7 27,058,328 4,969,400 Fixed Assets 
Current Assets ` 9 2,678,719 2,661,383 Investment in Subsidiaries 
£29,737,047 £7,630,783 | Current Assets 
Financed by 
Share Capital 10 2,376,585 2,322,055 Financed by 
Reserves 11 12,657,076 3,072,181 Share Capital 
15,033,661 5,394,236 Reserves 
Amounts attributable to Outside Shareholders 526,574 977 
Mortgage 12 215,000 225,000 | Mortgage 
Deferred Liability 13 147,666 176,600 | Deferred Liability 
Short Term Borrowings 14 9,181,807 17,710: >) Snort Term; Borrowings 
Current Liabilities 15 4,632,339 1,816,260 Current Liabilities 
£29,737,047 £7,630,783 
E. D Barkway 
R. W. Thiriby 
Directors 


The notes on pages [581 to 583] form part of these accounts. 


BALANCE SHEET 
31st March 1973 








Notes 1973 1972 
"E £ 

7 4,977,050 2,441,741 
8 8,730,250 2,947,762 
9 869,710 1,411,595 
£14,577,010 £6,801,098 

10 2,376,585 2,322,055 
11 5,541,881 3,463.630 
7,918,466 5,785,685 

12 215,000 225,000 
13 — 175,600 
14 5,069,528 — 
15 1,374,016 613,813 
£14,577,010 £6,801,098 


The notes on pages [581 to 583] form par of these accounts. 
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FTER wars, costs are counted and 

the economic cost to the United 
Kingdom of the Middle East war is 
now one of the principal factors 
affecting the UK economy and, as a 
result, the condition of financial mar- 
kets. The coming winter was going 
to be a crucial economic period in any 
event, but the oil on-cost resulting 
from the Middle East war may make 
a crucial period critical. 

Undoubtedly Government economic 
policy relies for success on a fall in 
world prices. If, as some estimates put 
it, the oil-result of the Middle East 
war is to widen the balance of 
payments gap by £400 million, eco- 
nomic policy success relies to a 
disturbing degree on an even greater 
fall in other prices. 

Relief that the Middle East war 
has moved to a cease fire policed by 
‘small power’ troops naturally showed 
through in terms of an improvement in 
stock-market sentiment. But sentiment 
only lasts in the stock-market as long 
as the facts allow. 

It is difficult to see facts in the 
immediate future combining to pro- 
vide a background for confident in- 
vestment support for equities, even if 
hopes of lower interest rates keep the 
gilt-edged market steady. Recent oper- 
ations by the authorities in the money 
market hardly suggest that any early 
further cut in minimum lending rate is 
considered desirable. 


SHARPER ` 


There is, as the result of recent 
experience, a much sharper attitude 
by building societies towards the 
Government. Whereas the societies 
seemed to stand in not a little awe 
of Chancellors and Ministers, much 
of the awe has now gone and perhaps 
with it some of the respect as well. 
Mr Alexander Meikle, C.B.E., CA, 
of the Woolwich Equitable, recently 
called the Governments proposed 
deferred interest mortgage scheme 
‘inflationary’ and ‘a political gimmick’. 


THE S 
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The BBC was so impressed that they 
called Mr Meikle ‘Sir Alexander’ on 
the News. 

But building societies are far from 
impressed by a Government which 
allows the Minister responsible for 
housing virtually to demand from the 
building societies all necessary mort- 
gage funds, and then to maintain that 
whether or not the societies should be 
allowed to raise the money by offering 


a competitive interest rate was no 
concern of his. 


WELCOMED 


The Stock Exchange Council’s de- 
cision to appoint a chief executive to 
be responsible for the management of 
The Stock Exchange, its business and 
its people, and also to speak for it, 
has been hailed — or deplored — as a 
further crumbling of the amateur 
administrative bastions in the City. 

Whether it is will depend on whether 
the chief executive proves to be the 
man of action and independence that 
those outside The Stock Exchange 
presently expect him to be. 

All the same the Council's decision 
is to be welcomed. 
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THE CITY 


Sir Kenneth Keith’s call for someone 


to speak for the City, or for the City 
to speak up for itself, was predictably 
well received by all those who agree 
with such sentiments and ignored by 
those who do not. City people are 
divided into those who consider that 
the City should be heard and should 
be understood and those who con- 
sider that since the City will always be 
misunderstood there is no object in its 
being heard. 

There is in any event a real problem 
of definition. And on that point Sir 
Kenneth was right to protest that 
anyone in any way to do with money, 
and more particularly with the misuse 
of it, is apt to be described as of the 
City. A City connection, for example, 
is invariably given to the worst 
excesses of property dealing. 

To hold the City responsible for all 
financial chicanery is akin to making 
shopkeepers responsible for shop- 
lifting. The City is too often held 
responsible for the faults of its cus- 
temers. Probably the City, like good 
shopkeepers, should keep a closer 
watch on those who use its services. 


Rates and Prices 
Closing prices, Monday, October 29th, 1973 


Bank of England Minimum Lending Rates 


April13,1973 .. 8% June22,1973.. 734% 
Aprii 19,1973 .. 84% July20.1973 .. 9% 
May11,1973 .. 8 % July27,1973°.. 114% 


May 18,1973 .. 74% Oct.19,1973 .. 114% 


Finance House Base Rate 
October 1st, 1973. 14% 


Money Rates 


Daytoday .. 93-111% Bank Bills 

7 days -» 11 -413% 2months 113—113% 

Fine Trade Bills 3months 114-112% 
1month .. 123-134% 4months 114—115% 
2months .. 124-134% 6months 123-124% 


3months .. 123-14 % 


Three Months’ Rates 


Local authority deposits 123-13 % 
. . Local authority bonds 123-114% 
FT industrial Ordinary Index Sterling deposit certificates 133-1 22% 
October 29th, 1973. 434-5 Euro-sterling deposits 133-134% 
Euro-dollar deposits 9 — 93% 
: Treasury Bills ` Foreign Exchanges 
Aug. 24 .. £10-9754% Sept.28 .. £10-9384% New York.. 2-4320 Frankfurt .. 5-9375 
Aug. 31 .. £10-9744% Oct.5 ..£10-8888% Montreal .. 2-4220 Milan +» 1384-50 
Sept. 7 ..£10:9862% Oct 12 ..£10-8227% Amsterdam 6-1400 Oslo 13-4000 
Sept. 14 .. £10-9507% Oct.19 ..£10°7112% Brussels .. 89-5000 Paris 10-2975 
Sept. 21... £10-9826% Oct.26 ..£10-6696% Copenhagen 13-8700 Zürich 7:4900 
Gilt-edged 
Consols 4% .. D wi ax 353 Treasury 9% 1994 818 
Consols 23%.. 224 Treasury 84% 84-86 Ss ze .. 853 
Conversion 34% .. 314% Treasury 81% 87-90 ey Sc .- 81} 
Conversion 54% 1974 96Z Treasury 64% 1976 ix ay .. 90-3; 
Funding 34% 99-04 38 Treasury 34% 77-80 si ve , 718 
Funding 54% 78-80 wë eh — 772 Treasury 33% 79-81 “a .. a. 683 
Funding 54% 82-84 Se a -. 733 Treasury 5% 86-89 Ji ge .. 588 
Funding 53% 87-91 ae es . 622 Treasury 53% 08-12 oe Ae .. 518 
Funding 6% 1993 .. si a . 622 Treasury 23% ec SS ia . 223 
Funding 64% 85-87 d Se . 708 Victory 4% .. es Lä gä .. 963 
Savings 3% 65-75 .. ES ,, 903 War Loan 34% .. Kë Dé .. 303xd 
Retail Price Index (Jan. 1962=:100) 
Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dee. 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-1 
1972 159-0 159.8 160-3 161-8 162-6 1637 1642 165-5 166-4 168-7 1693 170-2 
1973 171-3 1724 173-4 176-7 178-0 178-9 179-7 180-2 181-8 
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LEWIS, COATES.& LUCAS .LTD 


LAW STATIONERS 
COMPANY PRINTERS . 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


38/40 FEATHERSTONE STREET 
LONDON ECH 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 


Why not Christmas. in S 
Cornwall this year Pe ne) 
| Two Olde World Hostelries invite 

| you to join them for festivities 


THE WHITE HART HOTEL 


‘Launceston:Cornwall «Tel: Launceston2013 


cure ARMS Hotel ` 


Ga Tintagel - Cornwall: Tel‘ Tintagel 393 
prea See ssl hata all alae 
Sy Ge A 2 








ACCOUNTANT 


We care for 
emotionally 
disturbed 
children 


(with a little help from ycu) 


Help Now! Donations to:- 
NATIONAL CHILDREN’S HOME 
85 HIGHBURY PARK, LONDON N5 1UD. 





CS! 


CLAIMS AND RISK EVALUATION GO 


Independent insurance advisers 
to commerce and industry 


Our services include guidance on: 
@ The adequacy or inadequacy of policies 
@ Loss prevention 
@ Premium expenditure 
@ Selfinsurance 
@ Adequate compensation 
@ Renewal advice service 
@ Day today insurance management 
@ Internal organisation of data 
@ Temporary staff service 


We do not seil insurance. We provide an indepen- 
dent advisory service on loss prevention and an evaluation of 
your true insurance needs. Learn more about this unique 
service. 


Send for brochure NOW and save time and money 


i BRENT HOUSE, KENTON ROAD, KENTON, LONDON HA3 8BT. l 
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AN IMPORTANT -BOOK — . 
ORDER A COPY NOW - 


INDUSTRIAL 
ACCOUNTANCY 


By F. C. DEVINE, M.Sc., C.Eng., M.LProd.E., M.I.M.C., A.Comm.A. 


Production engineering and works management rely on accounting 
information for their decisions on manufacturing policy and operation. 
The works manager and the accountant must perforce understand one 
another if a business is to prosper. 


PRICE 
f No recent book brings out more clearly what industrial accountancy 
EE has to offer than Frank Devine’s. He is an engineer who has been 
£342 consultant, line manager and chief executive, both here and in the 
i ; United States. He has seen the practice of industrial accountancy at 
including first hand. The result is an authentic study of working capital require- 
post/packing & ments, profitability, ratio analysis, planning, budgetary control, standard 
VAT (2p) U.K. costing, variance analysis, marginal costing and product evaluation, 
seen from the manufacturing head’s chair. The works manager who 
£3°58 reads the book must inevitably know more about accounting services 
e available to him. 


Students preparing for Council of Engineering Institutions, Institution 
of Works Managers and Institute of Cost and Management Account- 
ants examinations and membership will also learn much from these 
clear and practical one hundred and fifty pages. 


GEE & CO (PUBLISHERS) LTD 


(Publishers of The Accountant) Telephone 01-836 0832 


151 STRAND, LONDON WC2R 1J3J 
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National Taxation Conference 


H 


HE twenty-third annual National 

Taxation Conference, organized by 
our contemporary Taxation, opened last 
Friday, in the Congress Theatre, East- 
bourne, before a large audience of 
members of the accountancy and legal 
professions and representatives from 
industry and commerce, and continued 
until last Monday afternoon. 

The conference, under the chairman- 
ship of Mr Percy F. Hughes, Editor of 
Taxation, heard addresses by the country’s 
foremost experts on different aspects of 
income tax law and practice, especially 
recent new legislation. 


Chairman’s Opening Address 


Opening the conference, Mr Percy F. 
Hughes said: 

‘As value added tax was to come into 
our taxation system and, of course, did so 
on April ist last, I went to various 
European countries about 18 months ago 
to discuss with accountants and others 
the experience they had had in the 
administration of VAT in their own 
countries. 

“They all said that they were involved 
in a great deal of work in the year before 
the introduction of VAT and in the 
following year also. First, in order to 
design suitable systems for their clients 
and then to see that those systems worked 
when the tax came into operation. After 
that, the matter became very much one 
of routine. . 

“The signs are that this will be the same 
so far as we are concerned. The VAT 
tribunals are dealing with numerous 
cases where there is a dispute between 
the Commissioners of Customs and 
Excise and the taxpayer and many 
decisions have already been given which 
are most helpful, but none has so far 
come into the Courts. 

‘One of the difficulties is to ensure that 
there is uniformity of treatment but the 
publication of the facts ahd decisions of 
the tribunals will do much to ensure this. 


New unified system 


‘The new unified system of personal 
taxation came into operation on April 
6th, 1973, the main expectation being 
that it will simplify the administration 
and collection of personal taxation. 
Surtax payers with earned income are 
finding their take-home pay to be rather 
less than it used to be, but once the 
transition from the old system to the new 


has been completed, they should not be 
faced with the difficulty of having to 
find a substantial surtax payment on 
January 1st each year. 

‘But I do not think that it is generally 
appreciated that individuals with sub- 
stantial amounts of investment income 
will still have to face an annual assess- 
ment to the investment income surcharge 
of 15 per cent and to the higher rates of 
income tax on their investment income, 
depending on the amount of that income 
year by year. 

‘Some years ago I referred to the fact 
that our tax system is a deterrent to 
marriage because the personal allowance 
to which a married man is entitled is a 
good deal less than twice the personal 
allowance for a single person. Before the 
conference was over, I had a letter from 
an elderly taxpayer complaining that he 
had suffered much in a taxation sense 
when he re-married at the age of 70, 
because before marriage he and his wife 
were each entitled to the single allowance 
and each had age relief which was denied 
to them when their incomes were 
aggregated after marriage. 

‘Although, under the new unified 
system, age relief has gone, we are still 


left with the same position in relation 
to the personal allowance, but on this 
topic perhaps I should draw attention to 
the fact that a single person who is 65 
has exemption from income tax if his 
income does not exceed £700, whereas a 
married man is entitled to this exemption 
only if the combined incomes of himself 
and his wife do not exceed £1,000 and 
where either the husband or the wife has 
reached the age of 65 during the year 
under review. 


Corporation tax 


“The new imputation system of corpora- 
tion tax is now in operation. During the 
period of transition from the old system 
to the new one, very complex legislation 
has to be dealt with, particularly in 
relation to the treatment of advance 
corporation tax on company distributions. 

‘I feel, however, that when we have 
overcome the transition which involves 
special treatment for the straddling 
period, being the period of account which 
overlaps April 1st, 1973, the new system 
should settle down and should work 
reasonably smoothly unless, of course, 
there is a change of Government when, 
perhaps, we have to start all over again. 
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Unsatisfactory accounts 


“The Income Tax Acts require taxpayers, 
both individuals and companies, to make 
true and correct returns but do not 
require them to.submit accounts. Never- 
theless, if a.return is to include an 
accurate figure of business profits, ac- 
counts must be prepared in order that 
the profits shall be ascertained on a 
satisfactory basis. The practice has, there- 
fore, grown up of submitting accounts 
with computations to H.M. Inspector of 
Taxes in support of the returns made by 
the taxpayer for tax purposes, Companies 
do, of course, have a statutory duty to 
file accounts for Companies Act purposes 
but individuals and unlimited companies 
do not have this duty. 

‘In recent months some complaints 
have been made about the poor quality 
of accounts submitted to the Inspector by 
some practitioners. Any practitioner with 
experience of incomplete records knows 
very well that although he must make the 
best of what records the client has main- 
tained, he is always concerned not so 
much with what is in those records but 
with what should be in them. I am sure 
that he does not want to be faced with a 
barrage of questions from an Inspector 
who may already be a little impatient 
with the client because he has had to list 
the case before the General Commis- 
sioners on several occasions on account 
of delay, but accountants are as keen as 
Inspectors to ensure that accurate ac- 
counts are submitted in support of income 
tax returns, although it may well take 
them several years before they can edu- 
cate some clients in the art of maintaining 
satisfactory records. 

‘I really do not feel that an undue 
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amount of time should be spent these 
days in chasing points which may result 
in the payment of an additional {10 by 
way of tax. We hear that tax offices are 
under considerable pressure and I have 
no doubt that accountants’ offices are 
continually in a similar position. After all, 
if the Inspector really is dissatisfied, he 
can put in an assessment leaving the tax- 
payer to appeal to the General Com- 
missioners if he so wishes. 

‘However, I would like to make it 
quite plain that I am not advocating the 
submission of unsatisfactory accounts to 
the Inspector, but I feel sure that there 
are cases where the cost of the Inspector’s 
time does not justify the effort required 
to pursue relatively minor points.’ 


First business session 


The first business session opened with 
an address by Mr Allan Cinnamon, F.c.a., 
on ‘The new corporation tax’. Mr A I. 
Mackenzie, B.A., C.A., immediate Past 
President of The Institute of Chartered 
Accountants of Scotland, took the chair. 

The speaker commenced with a refer- 
ence to problems of the period straddling 
April 5th, 1973 — still current for many 
companies, which could benefit by 
postponing the realization of capital 
gains and the payment of dividends. Both 
at this time and in other circumstances, 
the burden of unrelieved advance cor- 
poration tax could be mitigated by the 
temporary acquisition of a source of 
franked investment income. 

The longer-term transitional period 
would need enhanced profit standards to 
match rising dividends. These could 
benefit from waiver of first-year allow- 
ances, but profits could be maximized at 
no corporation tax cost through taking 
up dividends from overseas subsidiaries, 
fully covered by double tax relief. 

Mr Cinnamon drew attention to the 
need to compare the merits of capital 
gains with income from companies in 
relation to different types of recipient. 
Some would now prefer income, leading 
to the evolution of separate classes of 
share capital or stock dividend options. 

‘A natural development of this theme’, 
the speaker continued, ‘is the creation of 
a special class of high coupon preferred 
share which shareholders in a high tax 
bracket can sell off to an institution’. The 
consequential benefits included release of 
cash with no loss of control; redeploy- 
ment of resources aimed at estate duty 
mitigation and absence of shortfall 
problems as a result of the preferred 
dividend payments. 


Stock dividends 

For open companies, stock dividend 
options were attractive following the re- 
peal of their ‘distribution’ character by 
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the Finance Act 1972. It was a means of 
reducing surplus advance corporation tax, 
which tied up cash for many companies 
faced initially with a low level of profits 
subject to corporation tax. Thus Trafalgar 
House had adopted these in the context 
of heavy capital allowances, whereas 
substantial overseas income was the 
motive for Rio Tinto Zinc. i 

Returning to the needs of close com- 
panies, Mr Cinnamon pointed out the 
lower burden of tax at the higher rates 
when a non-qualifying distribution was 
used to overcome a shortfall. Effectively, 
a device such as the issue of a bonus 
debenture brought deferment of some of 
the tax liability, although the shareholder 
would have to bear the rest personally; 
the scheme was thus suitable only where 
a cash dividend would otherwise be 
reinvested long-term in the company. 

In conclusion, the audience were asked 
to consider the position of a non-resident 
company with a substantial holding of 
shares in a UK company. No tax credit 
would be available under treaty arrange- 
ments, and such an investor would now 
have no advantage over its counterpart 
in a non-treaty or tax haven country. 


Estate duty planning 


Mr C. H. Nicholson, F.c.a., immediate 
Past-President of The Institute of Char- 
tered Accountants in Ireland, was in 
the chair for Saturday’s address by Mr 
F. A. Sherring, F.c.a., on ‘Estate duty 
planning’. Bearing in mind, he said, that 
domicile is more important than resi- 
dence and that'any UK assets are caught 
whatever the domicile, the audience 
must accept that to recommend emigra- 
tion implies total removal of the taxpayer 
and his wealth, subject to the possible 
use of an overseas investment trust to 
hold desired UK assets. Preliminary 
measures to conform to local desiderata 
were essential. 

Gifts as a means of minimizing duty 
should be viewed against the background 
of the higher inroads made by duty into 
concentrated wealth; if they fell within 
the normal expenditure of the deceased, 
they escaped the seven-year trap. The 
measure of ‘normal’ was habit, and 
income had to be understood in a lay 
sense. : 

A good rule was to split up a gift such 
as an insur:nce policy into numerous 
separate elements, so that as many as 
possible might qualify. Gifts not exceed- 
ing £500 over the period escaped alto- 
gether and the occasion of marriage could 
enable four sums of £5,000 to move down 
a generation, allied to amounts of £1,000 
outside the first degree of relationship. 

In the absence of an accruals basis, Mr 
Sherring observed, there was scope for 
unusual deductions, such as rates de- 


November Ist, 1973 





The conference chairman, Mr Percy F. Hughes, centre, with the Mayor of Eastbourne, Alderman 


1 


THE 


ACCOUNTANT 





w. 


Sir Sydney Caffyn, C.B.E., and Mrs A. T. E. Thomas, Assistant Commissioner of Taxation, 


Sierra Leone, . 


manded in April; or exclusions, as in the 
case of a director’s bonus voted after 
death. Again, payment in advance of 
education could be effected at the last 
moment without creating an asset. How- 
ever, caution was required as regards gifts 
not ranking as charitable — although the 
one-year exemption for public purposes 
included political gifts, and an advance 
ruling could be obtained from the Estate 
Duty Office in doubtful cases. 

The speaker then examined the valua- 
tion of ‘trapped’ gifts; retained gifts 
were valued at death, but disposed gifts 
were represented by the cash obtained 
or asset acquired by direct exchange. 
The audience were advised how to obtain 
a better effect for the deceased’s bounty 
by anticipating the use to which the donee 
would put the gift. Settled gifts were 
valued in their state at the death. 

The place of superannuation schemes, 
the surviving spouse exemption and reliefs 
for industrial, agricultural and wooded. 
property were next reviewed. Fragmenta- 
tion was again mentioned in relation to 
avoidance through art; however, valua- 
tion could be shown to have a decisive 
influence in many instances. 

Advance planning could diminish the 
open market value of land or shares 
without. altering the substance of the 
asset passing. But action by the prospec- 
tive duty-payer sprang from prompting 
by his advisers, and the accountant who 
dealt with the annual return was best 
placed to discharge this responsibility. 

‘Recent case decisions’ formed the 
subject of an address on Saturday 
afternoon by Mr J. F. Avery-Jones, M.A., 
LL.B, under the chairmanship of Mr 
A. W. Nelson, F.c.C.A., F.T.1.1., immediate 
Past-President of The Association of 


Certified Accountants. Introducing his 
theme with the case of Taylor v. Good, 
Mr Avery-Jones spoke of the novel 
concept of supervening trading, meaning 
a trading transaction which started out as 
a non-trading one. This he considered 
to be a dangerous doctrine. However, 
the Special Commissioners had not 
addressed their minds to the question of 
when the trade had started and Megarry, 
J., had remitted the case to them to find 
from what date trading had occurred and 
the then value of the land in question. 

Mr Avery-Jones suggested that they 
might select the evening of the day the 
property was acquired at auction, and 
he thought that the ‘all-or-nothing’ 
argument would commend itself to the 
taxpayer who was now taking the case to 
appeal. If he was unsuccessful, the land- 
owner should beware of findings of ‘an 
adventure in the nature of a trade’ based 
on fairly slender grounds, 


What is a contract? 


‘It is most important to get across to one’s 
clients’, he said, ‘that a contract is not 
something sewn up with green ribbon 
drawn by a lawyer’. In the absence of the 
time-honoured phrase ‘subject to con- 
tract’, a contract could be concluded by 
correspondence, as had indeed happened 
in f. H. & S. (Timber) Lid v. Quirk. 
Against the background of section 460 
of the Taxes Act, Mr Avery-Jones then 
reviewed the significance of CIR v. Foiner 
and CIR v. Goodwin. The moral of the 
first of these was that one should never 
liquidate a company without a clearance. 
The Goodwin case was more interest- 
ing for the light shed on the meaning of 
‘bona fide commercial reason’, and it 
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concerned a redemption of preference 
shares delayed by the intervention of a 
quotation. The Special Commissioners 
had found that they were redeemed for a 
bona fide commercial reason, namely, to 
implement a bargain made with the 
public on floatation, that the existing 
shareholders’ shares should not carry 
any dividend until the preference shares 
had been redeemed, whereupon they 
became ordinary shares. 

In the High Court, Walton, J., held 
that the motive was a financial one, not a 
commercial one. Mr Avery-Jones pointed 
out. the difficulty of distinguishing a 
commercial from a financial motive. Orie 
of the reasons for the decision was that 
making or managing investments was a 
financial operation — if it had been a 
commercial operation, the statute would 
not have exempted it separately. This 
tended to show that a financial motive 
was wider than appeared at first sight. 

Previously the decision in CIR v. 
Brebner had left the decision to the Com- 
missioners as entirely one of fact — the 
commerciality there was to preserve 
the company as a source of coal and 
credit for other companies in which the 
directors were interested. Hence one 
crumb of comfort from the Goodwin case 
was that preservation of the family’s jobs 
might have been a commercial motive, 


Recent legislation 


At the first business session on Monday, 
Mr D. M. Arnold, F.c.a., took the chair 
for an address by Mr Eric C. Meade, 
F.c.A., a member of the Council of The 
Institute of Chartered Accountants in 
England and Wales, on ‘Recent legisla- 
tion: the Finance Act 1973’. 

Mr Meade invited attention to section 
15 which opened the way for directors of 
director-controlled companies to parti- 
cipate in approved pension schemes — 
even a director owning 99 per cent of 
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the shares. A percentage holding above 
20 per cent would still be ‘significant’ 
because the Superannuation Funds Office 
would require final remuneration to be 
averaged over three years. 

Again, where benefits in respect of 
past services were provided, an adjust- 
ment might have to be made for the effect 
of any retirement annuity contract pre- 
viously entered into. Even if, within a 
year of retirement, the whole of the past 
service could be picked up so as to pro- 
vide up to two-thirds of final remunera- 
tion, together with commutation rights 
up to one-and-a-half times final re- 
muneration. . 

He went on to consider the imposition 
of investment income surcharge on the 
income of accumulating and discretionary 
trusts. The annual payments rules in 
sections 52 and 53 ot the Taxes Act had 
been superseded, and trustees were 
required to deduct from the gross 
equivalent of the distribution tax at the 


combined rate of 45 per cent. When . 


accounting to the Collector, undistributed 
income existing at April sth, 1973 was 
deemed to have borne tax equivalent to 
two-thirds of that net income — a rough- 
and-ready rule that operated against the 
trustees when they came to distribute 
the last 19 per cent of that balance of 
income. 


Escape routes 


In outlining the provisions applicable to 
share option and share incentive schemes, 
the speaker mentioned that two escape 
routes were available for directors and 
employees, with particular reference to 
the case where shares had to be given up 
on terminating employment. Again, the 
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removal of the ‘reverse discounting’ 
concept gave fresh life to the incentive 
type scheme. i 

Discussing the extension of tax to the 
Continental shelf, Mr Meade expressed 
concern at the concept which subjects 
a non-resident to capital gains tax on a 
gain on disposing of unquoted shares if 
the shares are those of a company 
actively engaged in the North Sea, but 
not if the shares are those of a company 
actively engaged elsewhere — such as on 
the mainland of the UK. Again, he 
questioned whether the accountability 
burden placed on the licence holder was 
justified — it was far from clear how he 
could be expected to know the amount 
of the non-resident sub-contractor’s pro- 
fits, let alone how he could recover the tax 
imposed on him from a defaulting non- 
resident. 


Personal taxation 


The final session, with Mr A. W. 
Howitt, M.A., F.C.A., F.C.M.A., J.DIP.M.A., 
immediate Past President of The Institute 
of Cost and Management Accountants in 
the chair, was devoted to “The new system 
of personal taxation’, by Mr L. A. Hall, 
FCA. 

The major change, said Mr Hall, was 
that the collection of income tax on 
individuals would be greatly accelerated 
and — in theory, at any rate — personal tax 
would be collectible, in its entirety, 
upwards of six months earlier than 
previously. Pointing out that the new 
simplification was the first in living 
memory, the speaker took his audience 
through the structure of the system 
operating in 1973—74 and tabulated the 
comparative reliefs, following up his 
exposition with a comprehensive illus- 
tration. 

This showed the split of the higher- 
rate band where there was more than one 
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assessment, the second beginning where 
the first left off. Mr Hall noted that it 
was ‘picking up’ the point of entry into 
higher rate bands in successive assess- 
ments, and the effect of a late alteration 
in an earlier assessment, that could be a 
minor difficulty, inviting more communi- 
cation by tax offices. 

The puzzling terms of section 34 (4) 
of the Finance Act 1971 were covered 
by a clear explanation in the White 
Paper (Cmnd 4653) which the speaker 
quoted as follows: ‘For the purpose of 
the investment income surcharge per- 
sonal reliefs are to be set first against 
earned income and any balance set 
primarily against the slice of investment 
income exempted from surcharge’. 


Time-table 


The audience was then invited to consider 
the time-table of due dates of payment in 
the next nine months. January rst, 1974, 
would signal the last payment of surtax 
for 1972-73 and the first instalment of 
unified tax for 1973~74, assessed under 
Cases I and II of Schedule D, together 
with the (whole) unified tax on unearned 
income received gross. The second instal- 
ment followed six months later, and on 
July 6th, 1974, ‘there became due the 
higher rate and surcharge on unearned 
income received under deduction of tax 
in 1973-74. Those assessed under 
Schedule E would experience PAYE 
deductions of unified tax. 

Mr Hall next outlined the computation 
of that part of surtax for 1972-73 per- 
mitted to be. deferred. The deferral 
income comprised earned income, net 
rental income and interest received gross, 
that was everything not actually or notion- 
ally taxed at source by deduction. Earned 
and personal reliefs were deductible from 
deferral income together with any other 
deductions (such as alimony) remaining 
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unrelieved after prior set off against taxed 
income. Deferral entitlement arose for 
£3,375 or more, representing surtax on 
£150 or above, of which one-third could 
be deferred to January rst, 1975, and one- 
third to January rst, 1976. However, the 
lowest surtax rates applied because the 
deferral income ranked lowest. 


Brains Trust 


A ‘brains trust’ held on Saturday morning 
took the form of questions put to a panel 
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on the law, practice and administration 
of taxation under the chairmanship of 
Mr J. S. Heaton, F.c.a., a member of the 
Council of The Institute of Chartered 
Accountants in England and Wales. 

The questions were ably answered by 
the panel consisting of Mr J. M. Cooper, 
F.C.C.A., F.C.18., Assistant Editor of 
Taxation, Mr K. R. Tingley, F.c.c.a., 
director, Taxation Practical Services, and 
Mr Lindsay Duncan, director, Lindsay 
Duncan & Partners. 

Asin previous years, the conference pro- 
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vided a number of enjoyable social func- 
tions for delegates and there was a special 
programme for the ladies. A civic recep- 
tion was held by the Mayor of Eastbourne 
in the Congress Theatre and-a reception 
and cocktail party was held by the 
Editor of Taxation for all delegates and 
their ladies. The ladies’ programme 
included a fashion show and a flower 
arrangement demonstration. A golf com- 
petition for the Taxation Challenge Cup 
was won by Mr K. R. Broadley, F.c.a., 
of Leeds. 





integration or Agglomeration 


Str, — The abortive, so-called ‘Integration Scheme’ of 1958 has 
recently been the subject of reference in various places and 
publications. It may be well to look again at the reasons for 
the rejection of the scheme; perhaps the more so as its pro- 
tagonists seem to be trying to put a case, as they see it, in its 
favour. è 

It is fitting to examine first the reasons for the rejection of 
the scheme as stated in Mr A. W. Nelson’s recent article (The 
Accountant, August gth): 

Experience in training 
(i) ‘A belief that only through training under articles in the office 
of a practising accountant can adequate experience be gained.’ 

The author admitted that training under articles ‘can be highly 
satisfactory’ but suggested that such training does not provide 
uniform training nor can service in any one professional office 
provide more than a limited breadth of experience. 

The comments made are directed primarily if not entirely 
to the denigration of ‘articles’, and the merits of a professional 
office as a training ground are entirely unexamined — perhaps 
because it is easier, or currently more popular, to denounce any 
form of apprenticeship based on contract, than to indicate other 
methods and places of training which may provide a greater, or 
even as great, breadth of experience. Practices in other countries 
in which some kind of academic teaching is accepted largely, 
or even wholly, as a substitute for practical experience, are 
irrelevant to this basic principle. 

‘A system in which accountants can receive an academic 
training to a level which compares fairly ~ indeed favourably — 
with any such training in the world’, is not required and would 
not be useful except, possibly, as a very minor supplement to 
the essential practical training. Despite all that has been 
written, no better way of training accountants has been sug- 
gested than ‘on the job’ in the office of a practising accountant. 
It is only suggested, rather by inference than directly, that other 
methods may be just as good. 


Spheres of accounting 


(ii) ‘A belief that so-called financial accountants had little or 
nothing in common with industrial accountants or local govern- 
ment accountants.’ 

It is, indeed, surprising to find in one article that one should 
‘look abroad . . . no such distinction is generally made elsewhere’, 
and that ‘In Germany, for example, the accountant in practice 
must leave his institute if he decides to go into industry.’ Two 
such apparently opposite examples hardly support any argument 
in the case — but, indeed, no argument is offered. 

‘Accountancy training has merely provided each man with a 
knowledge of the tools of his trade.’ That knowledge is best 
acquired, as we have seen above, by practical experience in a 
public practice. T'o insist that all men who use the same tools 
must be members of one institution, regardless of the purpose 
for which and conditions under which, those tools are used, 
would seem uncommonly like an assertion that people who like 
the same food must always stay in the same hotel. 

In training, the first essential is to learn the ‘tools of the trade’; 
the tools of trade may be acquired by training in some special- 
ized spheres, but the training will tend to be limited to those 
spheres. General training in practical work in a professional 
practice cannot ever hope to provide individuals with experi- 
ence in every application of the tools of the trade — but it can 
and does teach the ‘tools’ upon which special applications can 
later be based. 

It is indeed ‘the case that public practice, industry, commerce, 
local government, public service . . .’, are merely spheres in 
which the accountant can exercise the skills which he has 
obtained. The question rather is how can he best obtain those 
skills? Clearly, for the ‘tools of the trade’, no better method of 
acquiring knowledge of them than experience in a public prac- 
tice has yet been devised; certainly an academic training to any 
level will not provide such a training or anything like it. 

After obtaining knowledge of the tools cf his trade, a man is 
free to choose in which of the various métiers he would wish to 
use those skills, and to build upon them knowledge of the 
special tools of allied but not identical trades. Chartered 
accountants, who are essentially trained in professional prac- 
tices, can be found in all the other spheres ~ but how many, or 
rather how few, of those trained in the specialist spheres are to 
be found in public practice or in any specialist sphere other than 
their own? The practising profession has provided and still 
provides the best basic training for accountants, and the special- 
ized users of the same ‘tools of trade’ may well be indebted to 
the practising profession on that account. 

To say that all those who use the same tools of trade should 
belong. to one professional body is demonstrably absurd. 
Leaving aside false metaphors as to preferences in food, it is 
noted that both dentists and road menders use drills, both 
miners and carpenters use hammers, both builders and firemen 
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use ladders. Should each of these be compelled to join a com- 
mon ‘professional’ organization? 


Minor qualifications 


(iii) ‘Dislike of the proposed three-stream training scheme.’ 

This objection is passed with little comment and was, in fact, 
of little moment. Comment upon it, however, contains the 
significant admission that one cannot defend ‘undue specializa- 
tion prior to qualification’. How can this admission be squared 
with the contention that training in a professional office does 
not ofler the widest experience? How, also, can this be 
reconciled with the implicit recommendation that individuals 
trained in any one of the spheres in which an accountant can 
exercise his skills should share a common designation, and be 
entitled to present themselves for public employment in any 
other sphere than that in which they were trained? 


Independence and objectivity 


(iv) ‘A belief that only through training in a practising office can 
the essential qualities of independence and objectivity be 
fostered.’ 

Upon this point the whole question is burked. It is said to be 
for the pupil’s home, parents or school, to provide these virtues, 
so that training in a professional office is little more than inci- 
dental to their development. 

Of course there are exceptions — persons of real independence 
and objectivity who have had no training in any professional 
office; per contra, there will be those who have had that training 
and are neither independent nor objective. But there can be no 
question that an entrant to the accountancy profession through a 
professional practice is likely to find himself working where the 
atmosphere of debate is directed very much to determining 
what is right — factually — and, at later stages, what is right in 
terms of communication or presentation. Inevitably, the trainee 
in a commercial or industrial office will be face to face with 
questions of whether what is done ‘pays’ the company. 

In the nature of the case, the cost accountant or the municipal 
accountant serves only one master. He is dependent upon that 
master’s approval. Even if he has opportunity to change his 
master, it is likely to be in the same sphere with a limited 
opportunity to change. Without doubting the standard of work 
in local government offices, it would not seem that independence 
and objectivity in their widest sense can always be looked for 
in them. The outcome of the deliberations of the committee 
under Lord Redcliffe-Maud may cast some further light upon 
the subject. ` 

In professional practice, the accountant — as auditor or 
investigator — is in a quasi-judicial capacity. He represents the 
shareholder — who is often not personally informed of matters 
under discussion. The auditor must see that the accounts upon 
which he reports give a ‘true and fair view’ as seen not only by 
directors, but by shareholders, investment analysts, the Inland 
Revenue, and the public at large. 

The cost accountant and the local and central government 
accountant has no such duty. He will present to his superiors 
the facts as he ascertains them, possibly with his views as to 
action to be taken — but he has neither duty nor power to go 
further should his representations be overruled. 


Professional snobbery 


(v) ‘Sheer snobbery.’ This suggestion is admitted to be ‘too 
discreditable to be used as a valid objection’. It is indeed dis- 
creditable — both to those who suggest such a reason and to the 
minority, if any, who were affected thereby. It merits no dis- 
cussion and carries its own rebuttal. e 

To sum up, there is very real merit in training in a practising 
office, both from the point of view of breadth of training and in 
the development of objectivity and independence. Both of these 
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must be less pervading in the specialized spheres of cost and 
municipal accountancy. 

As in other specialized spheres, the special experience required 
in cost accounting and in the accounting of local and central 
public authorities is not obtained until after initial training and 
qualification. Those trained solely in the specialized spheres are 
unlikely to wish, or to be competent, to enter public practice and, 
if they should so wish, should be granted a general qualification 
only after a significant period of service in a practising office. 

The attempt to substitute classroom teaching for practical 
experience — for which no reasoned case has ever been made out 
or presented — should be resisted by all who have the true in- 
terests of accountancy — whether industrial, municipal or prac- 
tising — at heart. On the other hand, the practitioner must, if 
he is to ensure a flow of suitable men to his own and other 
spheres of accountancy, be continually on the alert for ways 
and means by which to improve and enlarge the experience and 
training of those whom he undertakes to train. 

Methods must, inevitably, become out-dated but the basic 
principles will remain unchanged. The price of liberty, in this 
as in other matters, is eternal vigilance. 


Yours faithfully, 


London SWro. H. O. H. COULSON, SGA 


Future of the Association 


Sir, — I have read with interest Mr Lovett’s letter published in 
your issue of October 18th. As one of those to whom it is 
addressed ‘in particular’, I should like to offer some comments, 
although I must stress that they are mine clone and that I do 
not write on behalf of the Council of the Association or any other 
members. 

I freely admit that those of us who devote a fair amount of 
our own time to the development and guidance of the Associa- 
tion would probably all agree that there is room for improvement 
in methods and procedures. Personally, I know of no business 
of which the same cannot be said. 

What Mr Lovett seems to be suggesting is that a Director and 
specialist managers would provide a better service if ‘given their 
head’; but, as he himself says, it is the Council members who 
have been entrusted by the members of the Association with 
the conduct of affairs. In my opinion, their role is to act as 
‘trustees’ for the members — which includes the task of develop- 
ing policies and seeing that the administration carries out its 
policies for the good of the members. 

The suggestion that management should virtually run every- 
thing, subject only to broad policy guidance, is the very negation 
of a democratic professional body conducted by the members 
for the members; particularly as Mr Lovett’s views on the period 
for which Council members could serve would virtually ensure 
that the only continuity was provided by the Director. 

The Association has shown itself to be a leader in many fields 
of new development and it will continue in this vein. The Council 
does, however, have, in my opinion, a duty to ensure that new 
ideas are comparable with the standing of the Association, 
relevant to its development and to the needs of members and 
also that they are viable. The Council brings together certified 
accountants from all branches of industry and the profession 
who can contribute from their personal knowledge, experience 
and standing. If more eligible individuals are available for elec- 
tion to the Council who are prepared to devote a not insignificant 
amount of their own time, no doubt they will put their names 
forward in due course. 

I personally know nothing of any ‘catastrophic financial crisis’ 
facing the Association although, like all of us, it has to face up 
to the effects of inflation. 

Yours faithfully, 


Uxbridge, Middlesex. R. A. SPENCER, F.C.C.A. 
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Asset Management Without Harassment 


institute of Credit Management es Brighton Seminar 


ASH flow is an expression which is in 

great danger of being overworked, 
but it cannot be gainsaid that in this 
wicked world cash is a very important 
factor in business and domestic life. Even 
with systems such as credit cards for 
individuals and credit terms for business 
purchases, sooner or later goods or services 
purchased must be paid for. It is therefore 
essential in business to ensure that ad- 
equate cash emanates from sales of goods 
and services — now being termed ‘receiv- 
ables’. This calls for good management — 
credit management — of the most im- 
portant item in this respect on the balance 
sheet, that is ‘trade debtors’. 

Asset management was in fact the 
subject of an address by Mr Robert H. 
Grimsley, B.COM., BELAG, Lecturer in 
Accounting and Taxation, University of 
Aston, at a two-day Credit Executives 
Workshop organized by the Institute of 
Credit Management at the Royal Albion 
Hotel, Brighton, last week. Mr Grimsley 
stressed that in these days of high interest 
rates on overdrafts and other types of 
borrowing, the management of current 
assets was all important. ` 


` 


Monthly limits 


To maintain a practicable ratio between 
cash flow/debtors/turnover it was neces- 


sary for a credit manager to avoid incur- ` 


ring bad debts, and speed up the collection 
of moneys due from debtors so that credit 
terms were within monthly bounds. In- 
voices should not be issued late and should 
be accurate, and monthly statements 
should be sent out regularly on consistent 
dates; for example, the first of each month 
or, if the sales ledger is divided into 
sections, such as A~D, E-K, L-R and 
S-Z, then statements should be sent to 
customers in these sections as near as 
possible on the rst, 8th, 15th and 22nd 
days of the subsequent month. 

There were observations from the 
audience that delays in postal deliveries 
were impeding cash flow as cheques sent 
in by second-class mail had taken as 
many as seven days to arrive, and even 
those sent by first-class mail had taken 
up to four days. 

Direct debit arrangements were not 
popular and credit transfers were effected 
in the creditors’ banks in three days (five 
at a weekend) provided the customer gave 





The new Secretary of the Institute of Credit 
Management, Mr W. Wright, M.1.C.M., Jett, 
in discussion with Det. Sgt Raymond Dennis, 
of the Fraud Squad, and Mr V. J. Roberts, 
F.I.C.M., credit manager, Ilford Ltd, and 
joint organizer of the seminar. 


instructions to his bank when promised. 
Criticism of computers was considered 
overdone as, in the experience of the 
executives present, this was usually the 
fault of input, and hence human ineffi- 
ciency and bad management were, the 
cause of mistakes on invoices and state- 
ments. 

Atasession led by Mr John M. DuBois, 
M.I.c.M., of Woods Management Ser- 
vices, under the title ‘Computers, micro- 
film and retrieval’, Mr DuBois had 
everyone present enthusiastically en- 
gaged in devising systems for pre-billing 
and pre-credit vetting, with subsequent 
follow-up procedures. 

The participants were divided into 
study groups and were set the task of 
projecting an operational plan for a com- 
pany which manufactured products in the 
‘do-it-yourself’ and stationery trade. It 
had been in business for 20 years with 
a pattern of growth rising to a turnover 
of £2} million. There were 8,000 
customers, wholesale and retail, products 
were manufactured in Wiltshire, London 
and Southampton and sold through 40 
salesmen in the UK and Eire; the existing 
manual accounting system was over- 
loaded. 

When the projections by the study 
groups were subsequently discussed in 


open forum it was clear that Mr DuBois’ 
briefings had been seriously considered 
as they all contained recommendations 
for customer history files, inventory files, 
invoice and statement content, order 
processing, and sales ledger control. Also 
suggested were appropriate reports from 
salesmen and inquiry agents which could 
be collated by the credit controller tor the 
purpose of keeping his fingers on the 
pulse of cash flow. 

An interesting conclusion was voiced, 
namely that there was no need for an 
extensive electronic data processing in- 
stallation in the case of the company 
under discussion.. Under-utilized com- 
puter time was always to be deprecated, 
as was the use of visual display units when 
teleprinters would achieve the same 
result without necessitating such a large 
central processor. 


Company fraud 


There was rapt attention when Detective- 
Sergeant Ramond Dennis, of the Metro- 
politan and City Police Company Fraud 
Department, spoke on ‘Company fraud’. 
Practically everyone had suflered at some 
time from fraudsmen, so possibly it was 
some consolation to learn that as early 
as 1382 there were incarcerations in 
Newgate Prison for fraud, and that 1797 
was a bumper year for forgeries. 

As Mr Dennis observed, ‘when com- 
merce grows, so does fraud — it is a 
growth industry’; hence the formation of 
the Fraud Squad just after the end of the 
Second World War. It started with three 
officers and there are now approximately 
150 in the Metropolitan and City of 
London Force. They did not consider 
themselves specialists in any one of the 
spheres with which they were involved, 
but they were trained to be observant 
and to co-ordinate reports from account- 
ants, solicitors and company officers. 

He regretted the fact that penalties 
under the Companies Acts and Preven- 
tion of Frauds Investment Acts were low 
in relation to crimes committed and the 
enormous amount of work and expense 
involved in proving cases against the 
culprits. It just could not be a deterrent 
if old lags knew that they would only 
spend 12 months in jail (after remission) 
if convicted of defrauding companies of 
considerable sums of money. First 
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offenders might not be very upset either! 

In Mr Dennis’s view there were three 
types of company fraud — management 
frauds, investment frauds and trading 
frauds. Included in the latter were the 
oft-repeated long-firm variety. He 
strongly advised greater awareness of 
bogus references, similarly printed letter- 
headings and typewriting, changes in 
management of established businesses and 
urgent telephone orders for a larger 
quantity of goods than ever ordered 
previously. 

Something that was not at first realized 
was that buyers of long-firm goods in bulk 
were not committing an offence even if 
the price asked was much lower than that 
ruling. ‘Fences’ knew that the goods they 
bought were stolen; someone who bought 
long-firm goods at low prices could not 
be prosecuted just because the vendor did 
not intend to pay for them. 

The Fraud Squad, he said, would far 
rather prevent crime than investigate it, 
as there was a current figure of 300 
cases in hand; as each case could well take 
a year to complete, any information was 
gladly received. For this reason Mr 
Dennis had been instrumental in setting 
up the Commercial Criminal Intelligence 
Unit at Scotland Yard to store such 
information. 


Staff problems 


With staff problems affecting commerce 
and the professions, it was appropriate 
that the motivation of credit personnel 
should be discussed and a lengthy session 
on this subject was admirably conducted 
by Mr George J. Mills, training manager, 
Dickinson Robinson, Group Staff College, 
Bristol. 

The general consensus of opinion was 
that the managing of today’s people 
should not be by yesterday’s methods, 
and that the initiative of staff motivation 
did not seem to come any more from 
management but from trade unions, 
government and education. 

Regrettably, modern comprehensive 
education did not seem to help at all, 
hence the apparent lack of understanding 
and communication between top manage- 
ment and staff. In fact, middle manage- 
ment seemed more important to staff now 
than top management. 

Getting jobs and keeping jobs certainly 
did depend on working conditions, 
pension schemes, salaries, holidays, pros- 
pects and job satisfaction. It was most 
important to a credit controller that his 
staff did not use his department as a 
transit camp because there had to be 
consistency of operation. This did not 
mean that if customers did not pay on 
due dates there should be a persistent 
worrying campaign. As Mr Eric Lewis, 
M.1.C.M., solicitor, said in his address on 
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debt recovery and harassment, although 
this latter term had become over- 
emphasized, any continuous pressure 
which caused alarm, distress and humilia- 
tion would be considered harassing. So 
that if normal courtesy was used in con- 
vincing customers that goods had to be 
paid for, there could be no question of 
harassment. 

Mr Lewis dealt with the procedures 
that were often necessary when customers 
were not forthcoming with payment for 
goods and advised that although debtors 
might acknowledge under section 223, 
Companies Act 1948, that they were 
insolvent and thus liable to be served a 
winding up order, it was preferable to 
issue a writ and get judgement against 


Cost-effective 


Police and Professions 


OLICE forces in England, Wales and 

Scotland were now big business 
involving an annual expense of {£400 
million, Mr Alan Goodson, Q.P.M., LL.B., 
Chief Constable of Leicester and Rutland 
Constabulary, said last week. Like any 
other big business, the police force was 
conscious of the need for cost-effective- 
ness, which meant the need for profes- 
sional advice on financing. 

Proposing the toast of the Institute at 
the annual dinner of the Leicestershire 
and Northamptonshire Society of Char- 
tered Accountants, the Chief Constable 
said that the police service was very 
labour intensive; £4} million out of 
Leicestershire’s £6} million budget was 
spent on salaries and pensions. ‘There 
was a heavy duty to ensure correct allo- 
cation of resources according to need, but 
the performance of a police constable 
did not lend itself to measurement in 
quantitative terms. 

Contrary to some popular opinions, 
there was no system of payment by 
results; the policeman who got the most 
prosecutions did not necessarily get pro- 
motion. But in the force they tried to 
devise some system of cost-benefit analy- 
sis to suit their needs, in which they had 
received considerable aid from the mem- 
bers of the accountancy profession. 

Chartered accountants were now in- 
structing police officers in book-keeping, 
interpretation of balance sheets, receiver- 
ships and sale of goods as part of their 
training. The police service had come to 
appreciate the value of management 
accountancy and the need for direct 
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them. There were then other remedies 
open to them, such as distraint on assets, 
the issue of a garnishee order or even 
obtaining execution under an instalment 
order. Useful advice to administrators 
of hire-purchase finances was to seek the 
landlord’s dispensation, if goods (e.g., 
plant) were to be delivered to rented 
premises. 

The workshop was’ highly successful 
and reflected the enormous amount of 
work done by the organizers and chair- 
men of sessions, Mr C. Staite, F.1.c.M., 
credit manager, Sellotape Ltd, chairman 
of the Institute’s Education Committee, 
and Mr V. B. Roberts, F.1.c.M., credit 
manager, Ilford Ltd, and chairman of the 
Publicity Committee. 


Constabulary 


assistance from members of the Institute 
in the day-to-day planning and operation 
of their business. 

Responding to the toast, the President 
of the Institute, Mr E. Kenneth Wright, 
M.A., F.C.A., launched a strong appeal for 
further relief on the real burden of estate 
duty, particularly as it affected widows. 
The root of the problem, he said, was not 
that the real value of assets had increased, 
but that the value of the money in the 
terms of which such values were expressed 
had gone down. Our houses were ‘worth’ 
just what they were worth five years ago, 
but in the intervening period the price- 
tags which we used to measure them had 
doubled, or even trebled. 


No better off 


The man who still owned a roof, three 
reception rooms, four bedrooms and all 
mod cons, was no better off than before. 
But because of the new price and an 
innocent belief — inherited from days 
when inflation was not so intense — that 
there was a nexus between money values 
and real values, we ‘kidded’ ourselves that 
we were better off. This type of thinking, 
despite protest to the contrary and some 
limited palliatives, still permeated our 
fiscal system and determined the limits 
which were used in our progressive 
system of taxation of both income and 
capital. In this area, as in others, there 
was an urgent need for current purchasing 
power accounting. 

The explosion in house prices had had 
particularly damaging estate duty con- 
sequences. Nowadays, the value of the 
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The fourth edition of this book takes: into 
account the changes in United Kingdom law, 
which were introduced by the Companies Act 
1967 and endeavours to reflect the experience 
gained since the publication of the third 
edition. In particular it illustrates in an appendix 
the working papers used in a procedure for 
consolidation known as the Net Equity 


Method, which.in groups other than those of í 


very simple structure may perhaps be found 
more helpful than the form of working papers 
illustrated in earlier editions. 


The publishers feel that the book will assist 
those who seek to solve problems which are 
inescapable in preparing group accounts for 
submission to the members of holding com- 


. panies. The book cannot pretend to deal with 


all the permutations and combinations of 
circumstances, which are found in practice, 
nor is it intended to do so. If, however, it 
succeeds in providing a view of the main basic 
principles and an indication of the procedures 
which can normally be followed in all but 
exceptional circumstances, it will then have 
achieved its object. 
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family home usually constituted a much 
larger proportion of the total assets left 
by the deceased than a few years ago. 
Both the rate and the amount of duty 
payable were increased, and, the home 
often had to be sold in order that the duty 
might be met and at the same time 
sufficient funds left to provide the widow 
with an income. 

The 1972 relief on up to £15,000 of 
property passing to the deceased’s widow 
or widower had been a valuable allevia- 
tion — and overdue; Britain was the last 
major country to introduce into its estate 
duty relief for property passing to a 
surviving spouse. But he doubted whether 
it had gone far enough. In the United 
States, for example, assets bequeathed to 
a spouse were exempt from estate tax up 
to one half of the total estate. 

Mr Wright suggested that further relief 
might conveniently be provided by-alter- 
ing the timing of the relief given by what 
was called the ‘surviving spouse rule’. 
Under that rule, when a husband died 
(assuming that the husband died first) 
duty was payable on the whole of the 
estate. If he left a life interest in the re- 
mainder to his widow, no further duty 
was payable on her death on the assets, 
which then passed to the ultimate bene- 
ficiaries — probably the children. It 
seemed to him that the benefit of this 
relief was not enjoyed by the person who 
most needed it — the widow. 


Sound case 


There was a sound case, the President 
argued, for granting this relief on the 
first death, and not on the second so that 


i _ the surviving spouse, and not the ultimate 


beneficiaries, benefited from it. This had 
been the substance of the submission 
made by the Institute and other account- 
ancy bodies in 1973 on the Government’s 
exposure of a possible inheritance tax. 
Mr Wright said he believed that the 
submission had real merit. It could not 
be right that a widow’s inheritance from 
her husband should be taxed in full, 
while what remained should be exempt 
on her own death. He recognized, of 
course, that there would be many implica- 
tions to be considered but he thought 
that some help ought to be given on these 


lines to relieve the difficulties which many ` 


` widows ‘were finding themselves in as a 
consequence of the application of current 
estate duty rates to greatly inflated house 
values. 

Mr John, A. Davison, F.c.A., Vice- 
President of the Leicestershire and 
Northamptonshire Society of Chartered 
Accountants, proposed the toast to the 
guests, and Mr A. Denham Foxon, 
D.S.0., T.D., a former president of the 
Leicester Law Society, responded. 
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Bank Charges 


Mr R. C. MITCHELL asked the Secretary 
of State for Trade and Industry whether, 
in the light of the profits recently an- 
nounced by most of the commercial 
banks, he will refer to the Monopolies 
Commission the charges made by the 
banks to their customers. 

Sir G. Howe: No, Sir. 

Mr Mircueii: Is the Minister aware 
that most of the banks made enormous 
profits last year? Does he not think that 
some of these profits should be returned 
to the consumer in the form of lower 
charges? If the Minister will not refer 
the matter to the Monopolies Commis- 
sion, will he refer it to either the Price 
Commission or the Director of Fair 
Trading, or take action of some other 
kind? 

Sir G. Howe: The Government have 
taken action relating to banks’ profits, as 
was made clear in the White Paper on 
stage 3 and in the debate last week. The 
amount of profits remaining available to 
them in relation to interest-bearing busi- 
ness is being reduced, because no interest 
is being paid on a proportion of the special 
deposits that each bank makes to the Bank 
of England. In addition, some banks have 
reduced their charges under stage 2 and 
they will continue to be subject to the 
price code under stage 3. 

Hansard, October 22nd, Oral answers, 
col. 674. 


Value Added Tax 


Mr JoeL Barnett asked the Chancellor 
of the Exchequer if he issues instructions 
to VAT inspectors that they should insist 
on seeing a trader’s books on his premises, 
even where such books are completed by 
an accountant recognized by the Depart- 
ment of Trade and Industry, and when 
such books are made readily available at 
the accountant’s premises; and if he will 
make a statement. 

Mr Hiccins: Value added tax control 
requires visits by officers to traders’ 
premises and officers, are, therefore, 
instructed normally to require records to 
be produced at those premises. 

Mr Jor. BarNetrT asked the Chancellor 
of the Exchequer if he will issue instruc- 
tions to VAT inspectors asking them to 


give adequate notice when they propose 
to visit the offices of a trader or his 
accountant. 

Mr Hieecrns: Officers are instructed 
that visits should normally be made by 
prior , appointment. Adequate notice 
should, therefore, generally be given. 

Hansard, October 22nd. Written 
answers, col. 375. 


Central Companies Registry 


Mr Hunt asked the Secretary of State for 
Trade and Industry whether, in advance 
of the implementation of his proposals for 
company law reform, he will take steps 
to improve the efficiency of the Central 
Companies Registry. 

Mr PETER WALKER: Action to improve 
the staff problems and to obtain benefit 
from computerization has already been 
taken. The move of the CRO to a new 
building with purpose-built file storage in 
Cardiff will enable us to overcome the 
considerable recruitment and office prob- 
lem in London and provide, by means of 
microfiche, a far better service in London 
than has been available in past years. 

Hansard, October 22nd. Written 
answers, col. 355. 


International Computers Ltd 


Mr Warren asked the Secretary of State 
for Trade and Industry if he will make a 
statement on the negotiations proceeding _ 
between International Computers Ltd . 
and a German computer manufacturer; 
and if he will give an assurance that he 
will not sanction giving up in whole, or . 
in part ICL’s own European marketing 
capability in order to finance the expan- 
sion of ICL as a government-backed 
company. 

Mr ANTHONY GRANT: As I have made 
clear on several occasions, the Govern- 


ment: believe that co-operation between 


ICL and other European computer com- 
panies, on the right commercial terms, is 
desirable, and that it is primarily for ICL 
to decide how best to promote its com- 
mercial interests in the European context. 
I cannot anticipate the outcome of any 
particular negotiations. 
Hansard, October 
answers, col. 700. 


25th. Written 





` Ca : Sie ~ THE: 





“ACCOUNTANT 





ACASS Recommends 


Advertising 


= HE public should no longer be kept 
dë in ignorance of the activities of 
-` “chartered accountants both within the 
1: profession and the community at large, 
comments ACASS in arecommendation to 
_' the Monopolies Commission inquiry into 
` | ‘the restriction on theadvertising of services 
, provided by chartered accountants. 
"7. This view by ACASS is taken despite 
the Council of the ICA in England and 
: Wales rejecting a resolution by its 
“Ethics Committee that advertising by 
T members and firms should be permissible 
(The Accountant, October 18th). 
_ ACASS states that greater freedom of 
‘publicity by individual chartered ac- 
` countants would lead to an awareness of 
“the activities they pursue in their involve- 
‘ment in the community. 
It is desirable, says ACASS, that 
freedom should also be given to firms of 


D 
H 


chartered accountants to advertise which 
would lead to more healthy competition. 
However, ACASS considers that there 
would not be a substantial amount of 
advertising if this freedom were granted. 
The sole practitioner or smaller firms 
would be the ones more likely to offer 


their services through the medium of the. 


local press. 

Large international firms would most 
likely, continue to confine their ad- 
vertising to recruitment — ‘although it 
may be said that certain advertisements 
for staff presently carry such details of a 
firm’s services and virtues as almost to 
constitute-advertisements for clients’. 

ACASS asks the Commission to 
recommend ‘that individual accountants 
be allowed to publicize their activities and 
skills’ and that practising accountants 
should also be granted this facility. 





LETTER TO THE EDITOR 


f 


Sır, — In his paper at the ACASS half- 

yearly Council, reported in your issue of 

` October 1rth, Mr Emile Woolf states that 

‘all ‘would welcome a categorical policy 

` „statement from the Institute as to whether 

-> those who are referred do, in fact, need to 

produce answers of a higher standard in 

~ relevant subjects than those who are doing 

~. the whole examination’. I am glad to give 

_ such a categorical statement. 

Higher standards are not required from 

.  referred candidates; exactly the same level 

‘ of performance is _required ‘from such 

candidates in order to pass their one 

‘subject as from candidates taking that 
subject as part of the whole examination. 

" Mr Woolf goes on to ask: ‘Why is it that 

_teferrals are allocated their own number 

series so that all markers, moderators, etc., 

can tell at a glance whether the script 

_ was submitted by a referred candidate?’ He 

` bas obviously never had occasion to do the 

complicated jigsaw puzzle of fitting bodies 

v into halls which is regularly undertaken 

by the Institute’s examination department, 

or he would not have to ask that question. 

Some examiners are no doubt aware that 

a certain run of numbers pertains to 

referred candidates — indeed, one remarked 

after the recent session that the referred 


SA Referral 


scripts were of a noticeably higher 
standard than the average — but with the 
number of scripts to be marked no exami- 
ner could suddenly alter his standards for a 
small minority, and any way it is the 
Examination Committee which determines 
the results, not the examiners. 

Mr Woolf’s last comment concerns the 
pass rate of referred candidates. It is true 
that the Institute does not distinguish them 
in its statistics — it has not been convinced 
that this is necessary — but the summary at 
the end of the pass list gives a very good 
indication of their performance. In May 
1973 for instance, 267 and 279 candidates 
were referred in Parts I and II respectively, 
while 272 and 255 who had previously been 
referred were successful in those same 
parts. Since approximately the same num- 
ber are referred each session, it will be 
clear that all but a handful of referred 
candidates are successful when resitting 
their single papers. 

Yours faithfully, 
W. M. ALLEN, T.D., B.A., LL.B., 
Secretary, Education and Training 
Committee, The Institute of Char- 
tered Accountants in England and 


London EC2 Wales. 
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` LONDON'S SPECIAL MEETING 
RESULTING from a resolution passed at 
the London CASS 1972 annual general , 


- meeting which criticized the rules of the 


Society in that they limited the scope 
of the Society’s activities, a special sub- ` 
committee was set up to revise the rules. 
Emerging from discussions with the 
London and District Society of Chartered 
Accountants, ‘Roundabout’ understands 
that a ‘compromise’ has been reached in 
that the Society will now hold two meet- 
ings a year. 

In the light of this, the Society an- 
nounces that a special general meeting 
will take place on January 8th at Char- 
tered Accountants’ Hall, Moorgate Place, 
commencing at 6 p.m. Items for the 
agenda must reach Pradip Pattni, the 
honorary secretary, not later than Friday, 
November 24th. 


TWICKENHAM RESIDENTIAL 
- COURSE 


ANNOUNCING details of the forthcoming |” 
London CASS residential course on | 
‘Accounting in the twentieth century’ at 
Twickenham in last week’s issue, ‘Round- 
about’ was informed that the course was ` 
to be held from December 13th to rech, 
The Society now states that the dates are’ 
December rath to 14th. 


NEWCASTLE MEETINGS 


Members of Newcastle CASS are re- 
minded that they can attend the meetings ` 
of the Northern Society of Chartered ` ` 
Accountants’ Tyneside discussion group 
which holds monthly informal talks 
throughout the winter. Members of 
kindred accountancy bodies’ can also ` 
attend. the meetings, which are held at the 

Swallow Hotel, Newgate Street, New- 

castle upon Tyne, commencing at 7 

p.m. The discussions should prove to be 

of particular benefit for Final Part II- 
students. 

The next meeting, on November 6th, ` 
will be a joint one with The Association - 
of Certified Accountants, the ICMA and 
members of the Royal Statistical Society. 
The subject will be ‘Statistics in ac- 
counting’, the speakers being Professor 
J. R. Gray, of Heriot-Watt University, 


and Mr T. W. Macrae, of Bradford. ` 


University. 


‘MOCK APPEAL’ AT CROYDON 


THE next meeting of the Croydon 
Branch of London CASS will take place ` 
on November 6th and will take the form.” 
of a ‘mock appeal’ when the speaker will 
be Mr F. J. McGowan, District EE 
of Taxes. 
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PROFESSIONAL NOTICES 


‘Buckley, Hatt, Devin & Co, of 20 
_ ‘Silver Street, Hull, announce that on 
` ‘November ist, 1973, their Hull practice 

merged with that of WHINNEY Murray & 

Co, in whose name the combined practice 

will be continued. Mr G. F. Winn has 

not joined the merged firm but is practis- 
ing in the name of Winn & Co, in the 
. Scarborough, Market Weighton and 

Bridlington offices. 

At:the same time, Mr T. G. BURTON 
has retired and Mr J. V. Ayre, who has 
been associated - with . BUCKLEY, HALL, 
Devin & Co, for some time, and Messrs 
H. P. Parrerson, P. H. Dosson, P. 
Goprrey, W. G. Mackey, L, T. MILLER, 

« "G D Paterson and B. D. Scort, 

: existing partners in WHINNEY MURRAY 
_& Co, have joined the Hutt partners. 

Mr. T. G. Burton will continue to be 

available as a consultant. BucKLEy, HALL, 

Devin & Co, London, are not affected by 

these changes. 


DELOITTE & Co, WiLson HENNESSEY 

& CRAWFORD and Ropert WALSH & 
Sons, Chartered Accountants, who have 

` / been associated for some years, announce 
`` that arrangements have been concluded 
for a full merger on November ist, 1973, 


of the three firms. From that date the ` 


Belfast practices of Witson, HENNESSEY 
& “Crawrorp and Ropert WALSH & 
Sons will be carried on in the name of 
DELOITTE & Co, 

FRYER WHITEHILL & Co announce 
that consequent upon the merger with 
.BuTLER Viney & Co, Messrs G. E JONES, 
J. D. Hewens, D D Musxett and G. D. 
Woop have joined the partnership on 
‘November ist, 1973. On the same day 
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MrC: D.C. Astin, formerly a member of” f 


the Cheltenham office staff, has also joined 
the partnership. 

Gane, Jackson & Watton, Char- 
tered Accountants, announce the ad- 
mission to the partnership, with effect 
from November Ist, 1973, of Mr RICHARD 
M. GARRICK, A.C.A„ who has been a 
senior member of their staff for a number 
of years. | 

Wuinney Murray & Co announce 
that following a merger with BUCKLEY, 
Dat, Devin & Co, (Hull practice), 
Wuinney Moprray & Co have com- 
menced to practise at 20 Silver Street, 
Hull, from November ist, 1973. The 
following partners of- WHINNEY Murray 
& Co, Messrs H. P. PATTERSON, P. H. 
Dopson, P. GopFrey, W. G. MACKEY, 
L. T. Moies, G. D. PATERSON and 
B. D. Scorr will be joined by Messrs 
S. H. HALL, J. B. FLETCHER, J. B. 
GASKILL, E. Grocock, I. R. BRYCE, B. S. 
ATKINSON, J. C. Groves and J. V. AYRE. 

WHITTAKER, BAILEY & Co, Chartered 
Accountants, of Southampton, announce 
that on November ist, 1973, Mr L. M. 
TOVELL, A.C.A., A.T.I.1., will be admitted 
as a partner of the firm. The style and 
address of the firm will remain unchanged. 


APPOINTMENTS 
Mr R. D. Crowther, F.c.a., has been 
appointed to the board of Barr & Wallace 
Arnold Trust. 





Mr R. D. Crowther Mr Edward J. Hollock 
Mr Edward J. Hollock, GA. A.c.M.A., 
F.c.1.8., has been made group manage- 


ment accountant of Scotcros, the food and 


` engineering group. 


Mr John Jew, A.C.I.S., A..M.T.A., has 
been appointed chief finance officer of 
Milton Keynes Development Corporation. 

Mr’ F. C. Prust, A.C.A., has been ap- 
pointed regional manager of the North- 
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East Regional office of Old Broad Street 
Securities. | e 

Mr M. A Khalid, a.c.c.a., has been 
appointed secretary of Hallmark Hotels, 
Kenya. 

Mr A G: Lloyd, a.c.m.a., financial 
controller of Tyneside Printers, has 
been appointed secretary. vo 





ae 
Mr Eryl Morris 


Mr A. G. Lloyd 


Mr David John Law-Smith, a.c.c.a., 
has been'appointed deputy fiscal division 
manager of Honam Oil Refinery Co, 


New York. i SC 


Mr David J. Osborne, a.c.c.a., has 
become accountant of Ellis & Co 
(Richmond). S Š 

Mr A. G. Weller, F.c.a., formerly chief ` 


operating accountant of British Insulated: ` — 


Callender’s Cables, has become chief 
accountant. 


Mr Alan Wilson, a.c.c.A., has been 


appointed assistant secretary of Mann `. 


Egerton & Co. 

Mr F. E. Worsley, F.c.a., has been ap- 
pointed a partner with Donald Rich & Co, 
Accountancy Tutors, from October st. 


NEW APPOINTMENT FOR 


_ MR WYNNE LOVETT 

Mr Wynne Lovett, F.C.C.A., M.LM.C., who 
recently expressed controversial views on 
the policies and committee structure of 
The Association of Certified Accountants, 
has joined InComTec (Industrial & 
Commercial Techniques Ltd) as manag- 
ing director. The company plays an active 
part in the field of management seminars 
and short courses in the United Kingdom. 

Before he went to the Association in 
1971, Mr Lovett was involved for a 
number of years in management training . 
as principal of the P-E Consulting 
Group’s Executive Development Centre 
at Egham. He was also responsible for 
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the establishment of the Association’s 
post-qualification training division during 
_ the period when he was Deputy Secretary. 


REVENUE STATEMENT 
Separated Couples 


Where, as a result of the breakdown of a 
marriage, one spouse ceases to occupy 
his or her matrimonial home and sub- 
sequently as part of a financial settlement 
disposes of the home, or an interest in it, 
to the other, the home may be regarded. 
for the purposes of relief from capital 


- gains tax of an individual’s main residence 


as a continuing residence of the trans- 
ferring spouse from the date his (or her) 
occupation ceases until the date of trans- 


` fer — provided that it has throughout this 


period been the other spouse’s only or 
main residence. 

Thus, where a married couple separate 
„and the husband leaves the matrimonial 
home while still owning it, the usual 
. capital gains tax exemption or relief for a 
- taxpayer’s only or main residence would 


`, be given on the subsequent transfer to 


- the wife; provided that she has continued 
‘to live in the house, and the husband has 


T. .. not elected that some other house should 


_ be treated for capital gains tax purposes 
` as his main residence for this period. 


CAPITAL DUTY: LETTERS OF 
ALLOTMENT 


In a statement issued last week, the 
Board of Inland Revenue point out that 
it has long been a recognized practice 
where, in the case of a rights issue, 
provisional letters of allotment are issued 
or where, in other cases, consideration 
shares are issued in the form of re- 
nounceable letters of allotment, that 
delivery of the return of allotments to the 
Registrar of Companies under section 
52 (1), Companies Act 1948 may be 
deferred until a reasonable time after the 
last day for renouncing the shares. 
However, under the provisions of 
‘Part V, Finance Act 1973, capital duty 


' ‘is payable on a return of allotments in the 


‘case of the rights issue within one month 
of receipt of acceptances and in the other 
cases within one month of the allotment 
of the shares. In default a fine is payable. 

The Board has, therefore, announced 
that the following procedure has been 
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agreed with the Registrar of Companies: 
In order to avoid incurring a fine under 
section 47 (7), Finance Act 1973, com- 
panies may deliver to the Registrar of 
Companies within one month of the 
relevant date a return of allotments on 
form PUC 2 (or PUC 3, if appropriate) 
accompanied by the remittance in respect 
of capital duty, the reverse of such form 
being noted to the effect that details of 
the allotments will be delivered after 
expiry of the renunciation period. Such 
later notification should be made as soon 
as possible on a continuation form PUC 2 
(or PUC 3) cross-referenced with the 
original return. 


DOUBLE TAXATION 


The following double taxation arrange- 
ments have been published as Schedules 
to Draft Orders in Council: 


Supplementary arrangement with 
Belize. 
Supplementary arrangement with 
Brunei. 


Further Supplementary Protocol with 
Sweden. S 

The Draft Orders are subject to 
approval by the House of Commons. 


WESTMINSTER SMALL 
CLAIMS COURT .- 


The administrator of the Westminster 
Small Claims Court, Mr Michael Sherwin, 
has announced that his office is situated 
at 153 Ebury Street,, London SW1 
(o1-730 3343). Claimants making use of 
the court’s services will be liable to pay a 
court fee of £5 in respect of a claim not 


exceeding £100, and fro if the claim \ 


is for more than £100. 

Adjudicators in each case will be 
appointed by the President of the City 
of Westminster Law Society. 


SECOND P. D. LEAKE LECTURE 


Lord Redcliffe-Maud, c.c.B., ¢.B.E., will 
give the 1973 P. D. Leake Lecture on 
‘The Framework of Progress’ at Char- 
tered Accountants’ Hall on Wednesday, 
December 12th at 5.45 p.m. In this 
lecture, he will consider the pattern of 
society which he thinks best .calculated 
to encourage the full development of the 
individual. 

Lord Redcliffe-Maud, who is Master 
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of University College, Oxford, was 
British Ambassador to South Africa 
from 1961 to 1963. More recently, he 
was chairman of the 1966-69 Royal Com- 
mission on Local Government in England 
which gave rise to the comprehensive 
reorganization of the system of local 
government which is now taking effect. 

Admission to the lecture is by com- 
plimentary ticket only, and applica- 
tions should be sent as soon as possible 
to The Institute of Chartered Account- 


‘ants in England and Wales, Chartered 


Accountants’ Hall, Moorgate Place, Gë ' 
don EC2R 6EQ. : 


SOUTH-WEST ESSEX GROUP 


The next meeting of the South-West 
Essex Group of Chartered Accountants 
will take place on Wednesday, November 
7th, at 6.15 for 6.45 p.m., when the topic 
will be ‘Changes in company legislation’. 
The speaker, Mr Gordon J. Howe, F.c.., 
a partner in Arthur Young McClelland 
Moores & Co, will present an outline of 
the changes and anticipated changes 
in UK company law and refer to 
new developments in EEC harmonization 
laws. 

The meeting will be held at Nan’s 
Pantry, 772 Eastern Avenue, Newbury 
Park, Ilford. Those wishing to attend 
should contact the Secretary, Mr D. E. 
Heady, 187A South Street, Romford, 
Essex RM: 1QD (Romford 44728). 
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Government Clarifies its Aims 


DANG of the Companies Bill, to which the 
Government has committed itself in the new session 
of Parliament, is already well advanced. The legislation 
appears likely to fall into three man. parts: the Govern- 
ment’s own proposals as canvassed in the White Paper on 
company law reform, Cmnd 539: (The Accountant, 
August 2nd); a number of the outstanding recommenda- 
tions of the Jenkins Committee; and a stricter and more 
comprehensive machinery for the pursuit of defaulters. 

Inevitably, the subject of ‘insider dealing’ has bulked 
large in the discussion which followed publication of the 
White Paper, and in the submissions of several professional 
bodies whose members, in the discharge of their normal 
and wholly proper advisory functions, might have been 
deemed ‘insiders’ under the definition as originally pro- 
posed. Sir Geoffrey Howe, Q.C., who as Minister for Trade 
and Consumer Affairs will be closely associated with the 
new legislation, has already made it clear that the Govern- 
ment does not accept the idea of a major shareholder — 
unless he is also de facto controller of the company — as 
necessarily being an insider. 

Speaking recently at a Financial Times conference in 
London, the Minister said: “There are two difficulties [to 
the concept of major shareholders as insiders]. First, there 
is no reason to suppose that a major shareholder (unless he 
is an effective controller of the company) has access to more 

‚confidential information than any other shareholder. In- 
deed, it is in principle desirable that he should not. 

‘Second, to the extent that the institutional shareholders 
take a closer interest in the management and success of those 
companies of which they are substantial shareholders, they 
may in doing so acquire what would be regarded as “inside 
information’’. And, provided that they use that information 
for its intended purpose — that is, to improve managerial 
performance and not to make a windfall profit — it would 
be contrary to one of the aims of policy to treat them as 
insiders.’ 

No government — and particularly a government of a 
political party dedicated to the aims of free enterprise under 
the law — is likely to accept full responsibility for every facet 
of companies’ policy and administration. Sir Geoffrey, 


indeed, has already made it clear that shareholders need 
not expect the present Government to maintain an in- 
quisitorial surveillance against every conceivable manifesta- 
tion of imprudent judgement or bad luck. 

Despite the extent to which the public has become more 
compensation-minded over the last 30 years or so, the 
Government has no intention of establishing itself as a first 
line of recourse whenever anything looks as though it might 
be going wrong. As we have remarked before, rights and 
responsibilities are correlative and co-extensive; thus 
shareholders who are too willing to cast the latter upon the 
shoulders of government may also be shedding considerable 
doubt upon the value of the former. 

This, of course, is far removed from abdication of a 
government’s proper responsibility for law enforcement. 
Companies which abuse the privileges conferred upon them 
by statute — and their oficers — are likely to find the sanc- 
tions of the criminal law bearing more hardly upon them in 
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the future. Moreover, although the DTI would require a 
very large supervisory staff if it were to attempt more than a 
fraction of the surveillance that it has from time to time been 
urged upon to undertake, the Bill appears likely to make it 
easier than at present for the Department to pursue 
investigations ‘where the public interest requires it’. 
Mention of investigation leads us naturally enough to 
think of the profession’s responsibilities for policing the 
present law, both as auditors and, from time to time, as 
inspectors. Positive evidence of the DTT’s support for the 
principle of mandatory standards is to be seen in the 
Government’s proposals specifically to require auditors to 
state, in their reports, whether or not applicable standards 
have been followed. Undoubtedly this will, at a stroke, 
strengthen the hand of auditors and go far to satisfy the 
objections of some members of the legal profession who 
have argued in the past (The Accountant, October 21st, 
1971), that for accountants — through the medium of their 
audit monopoly — to seek to impose definitive standards 
represents an intrusion upon the powers of Parliament. 
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Sir Geoffrey Howe has also taken the opportunity in 
recent days to outline the Government’s philosophy on 
mergers; references to the Monopolies Commission, it 
appears, are likely to increase rather than to decline in 
number. Such references, it has already been made clear, 
do not amount to a prejudging of the point at issue; the 
inquiry is in all cases a genuine one, and to suggest that the 
mere fact of a reference being made is tantamount to ‘kill’ a 
projected merger — which will already have received the 
careful consideration of the directors concerned ~ seems to 
amount to a considerable reflection upon either their capa- 
city or their bona fides. 

There is, in fact, no specific statutory obligation on the 
parties to a merger either to inform the DTI of their 
proposals or to delay action pending the Department’s 
inquiries. That they almost invariably do so, in a voluntary 
capacity, may be a tribute to the close and harmonious 
relations which exist between the DTI and the business 
community, no less than to the good sense and responsibility 
of the large majority of company boards. 





Radical Review of Credit 


HE Government’s Consumer 

Credit Bill, published last week, 
proposes to repeal a whole sequence 
of Acts dealing with pawnbroking, 
moneylending and hire-purchase and 
dating from 1872. The provisions of 
the Bill are flexible and widely-drawn, 
and include controls on seeking of 
business; entry into credit or hire 
agreements; and provision for with- 
drawal during a statutory ‘cooling-off’ 
period. In response to specific abuses 
that have attracted comment in the 
past, it will become an offence to issue 
unsolicited credit cards or tokens, and 
the Courts are to be empowered to 
reopen ‘extortionate’ agreements. 

The word ‘extortionate’ is not given 
a precise significance, and judicial 
interpretation in due course will be 
awaited with interest. Clause 120 of 
the Bill provides that ‘A credit bargain 
is extortionate if ... it requires the 
debtor or a relative of his to make 
payments (whether unconditionally 
or on certain contingencies) which are 
grossly exorbitant, or otherwise con- 
travenes ordinary principles of fair 
dealing’. 

Factors to be considered by a 


Court, in this context, include the 
debtor’s age, experience, business 
capacity and state of health; existing 
financial pressures on the debtor; the 
degree of risk and any element of 
security; and whether or not ‘a 
colourable cash price’ was quoted for 
any goods or services included in the 
bargain. This list, however, is illus- 
trative rather than exclusive, since 
the Court is to have regard also to 
‘other relevant considerations’. 

A significant new right is given to 
a consumer, by clause 135(1), to 
require a copy of any file information 
relating to him that is held by a 
credit reference agency, on payment of 
a fee not exceeding five shillings for 
expenses. Should the consumer find 
that this information is inaccurate or 
prejudicial, he may require the agency 
to withdraw or correct it, subject to a 
right of appeal by either party to the 
newly-designated ‘Consumer Credit 
Commissioner’. 

The Commissioner, by the terms of 
the Bill, will be responsible for the 
licensing of consumer credit, con- 
sumer hire and ancillary business; for 
adjudicatory functions in licensing 


and other matters, and for general 
enforcement of the new legislation. 
The first appointment to this office is 
expected as soon as the new measure 


_ reaches the Statute Book, and a 


target date of 1975 has been quoted 
for its implementation. 


Auditors.Do Their Duty 


UGGESTIONS that auditors — 

dependent for their fees upon the 
goodwill of client companies — are 
sometimes loath to qualify their re- 
ports when circumstances so require 
were sharply rebuffed last week by 
Sime Darby’s dismissal of its chair- 
man, Mr D. W. Pinder, F.c.a., and of 
another chartered accountant director, 
Mr Angus W. Scott, F.c.a. A statement - 
from the Sime Darby board last week 
said that the board was convinced ‘first, 
that Mr Pinder has misapplied group 
funds and has dishonestly concealed 
the misapplication; and secondly, that 
in one case Mr Scott was party to both 
the misapplication and the conceal- 
ment’. 

These observations arise from a 
report by the company’s auditors, 
Turquand Youngs & Co, who were 
dissatisfied with Mr Pinder’s replies 
to certain questions which they raised 
in the course of their normal audit 
procedures for the year to June 30th, 
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1973. In consequence, the company 
and the auditors are jointly pursuing 
an investigation — the full results of 
which are not yet to hand — into the 
full extent of these irregularities. 
Further, as a result of information 
given to the Singapore police by 
Turquand Youngs, with their client’s 
consent, Mr Pinder faces a charge of 
criminal breach of trust. 

A preliminary statement from Sime 
Darby puts the amount involved at 
2,864,000 Malayan dollars — about 
£469,000 — of which approximately 
£300,000 has already been recovered. 
This part of the statement concludes 
with the words ‘It is the board’s 
intention to issue proceedings against 
Messrs Pinder and Scott for the 
recovery of all funds misapplied by 
them.’ f 

Further comment on the merits of 
the case would be both undesirable and 
improper. Members of the profession 
will, however, recognize that the 
auditors’ duty in this case has been 
performed in circumstances of ex- 
treme difficulty and embarrassment. 


Professional Freedom 
in Europe 


UTHORITATIVE comment from 

within the UK accountancy pro- 
fession offers little prospect of an early 
settlement to the question of reciprocal 
recognition and freedom of profes- 
sional establishment in Europe. 
Though freedom to offer professional 
services throughout the Community 
is one of the expressed aims of the 
Treaty of Rome, Continental Europe 
has been slow to comprehend, and 
reluctant to accept, the UK concept of 
self-regulating professional societies 
and of university departments wbich, 
although receiving substantial grants 
from public funds, still enjoy complete 
academic freedom in conferring 
degrees and diplomas. 

Accountants were not invited to 
participate, either as members or as 
observers, in a recent public hearing 
before the Directorate-General for 
Research, Science and Education of 
the EEC Commission on questions of 
mutual recognition of diplomas. On 
this occasion, the medical profession 
and kindred organizations were in- 
volved — apparently, in the minds of 
some commentators, as a test case — 
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New Title for IMTA 


EMBERS of The Institute of 

Municipal Treasurers and Ac- 
countants may shortly expect to re- 
ceive official confirmation of the Privy 
Council’s approval of a new Charter. 
Under the terms of this document, 
the title of the Institute ~ from a date 
yet to be announced — becomes ‘The 
Chartered Institute of Public Finance 
and Accountancy’. 

This amendment, together with 
other recent changes in the IMTA’s 
organization and structure, is intended 
to reflect the Institute’s increasing 
activity and influence over the whole 
field of public finance, and not solely 
in the relatively narrow area of 
municipal corporations. Significant de- 
velopments since publication in 1971 
of its booklet The Future of the 
Institute (The Accountant, April 1st, 
1971), have included recognition of the 
IMTA qualification for employment 
within the professional accountant 
class of the Civil Service and, more 
recently, the Melville-Burney recom- 
mendations for wider responsibilities 
for accountants in that service. 

Speaking to The Accountant 
this week, Mr Wilfred Bowdell, c.3.£., 
B SC.(ECON.), F.I.M.T.A., City Treasurer 
of Westminster and Immediate Past 
President of the IMTA, said: ‘Britain 
is probably the only country in Europe 
which does not possess at present a 
forum for the discussion of public 
finance. It was felt that our Institute 
was the best placed to form the nucleus 


of this. In addition to-our functions as 
a professional examining body, we 
already provide such a forum within 
local government and certain public 
bodies. We shall now seek to provide 
the same service over the whole field 
of public finance.’ 

Another feature of the new Charter 
will be an end to the present and some- 





Mr Wilfred Bowdell, C.B.E. 


times anomalous division of the Insti- 
tute’s membership between Fellows 
and Associates; once the changes 
become effective, all professional mem- 
bers will use the initials I.P.F.A., 
signifying ‘Institute of Public Finance 
Accountant’. There will also be power 
to admit as members, other than those 
professionally qualified, persons hold- 
ing appropriate responsibilities in pub- 
lic service, the universities and central 
government. 





together with observers from the 
governments of the nine EEC member 
states. 

For the UK Government, it has 
been officially confirmed that the hear- 
ing was not part of the EEC decision- 
making machinery, and would not 
directly affect the deliberations of 
working parties. Unofficial sources 
have suggested that the organizers 
of this event may have under-estimated 
the degree of interest shown by mem- 
bers of professions outside medicine; 
the outcome, it appears, was not 
remarkable. for either good order or 
achievement. 


Federal Structure for 
Management Institutes ? 


UGGESTIONS of a possible 
‘super’ Institute of Management 
(The Accountant, September 20th) have 
been followed by disclosure that the 
Council of the Institute of Adminis- 
trative Management has given its 
approval in principle to ‘negotiation 
with other Institutes with a view to 
collaboration and elimination of dupli- 
cated effort’. 
A statement issued recently to all 
members of this Institute refers to 
contact between its former Council 
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ICA Courses and 
Conferences 





a , LC ` a a Ré 
Mr Richard Wilkes, OPE T.D., D.L., F.C.A., 
Chairman of the Courses Committee of The 
Institute of Chartered Accountants in England 
and Wales, last week announced a further 
comprehensive series of courses and con- 
ferences arranged by his committee for the 
period up to the end of March. 

The wide-ranging programme includes 
courses on ‘basic’ and topical subjects, and 
in the latter category two one-day courses 
on Phase Ill of the Government's counter- 
inflation programme should be of particular 
interest and assistance to members. The first 
will be at Chartered Accountants’ Hall, 
London, on November 22nd, and the course 
will be repeated at the Midland Hotel, 
Manchester, on November 27th (the inclusive 
fee for each is £22). 

On the tax side, the committee is proposing 
to introduce a new course for the accountant 
in industry which will take the form of a 
general appraisal of taxation. It is also interest- 
ing to note that there are now ten titles in the 
library of audio tapes and cassettes dealing 
with various aspects of taxation. These are 
available for hire by district societies, branches 
and member firms at a charge of £3-30 each 
for a ten-day loan period. 


Chairman, Mr Raymond Thompson, 
and the Chairman of BIM, Mr John 
Arkell, towards the possible establish- 
ment of a ‘Federation of Management 
Institutes’. Such a federation, it was 
envisaged, would provide for a number 
of specialist groupings as well as for 
the existing ‘general management’ 
members ~ both individual and cor- 
porate — of BIM. 

In this connection, the Institute of 
Administrative Management has made 
clear that its support for a federated 
structure would be conditional on 
preservation of its existing activities 
on behalf of members — including, in 
particular, the standard of examinations 
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for the award of its own diplomas. 
Though there have been indications of 
a favourable response from other 
management-oriented bodies to the 
idea of a federation, no formal dis- 
cussions to this end, it is stated, have 
yet taken place. 


Professional 
Responsibilities 


HE main purpose for accountants, 

as indeed for all professional men, 
is to provide a service to the public; 
to this end the profession itself must 
take second place, and its individual 
members third. In his recent address 
at the inaugural dinner of the Ipswich 
and Colchester Branch Society of 
Chartered Accountants, Mr Kenneth 
J. Sharp, T.D., M.A., F.c.a.. Deputy 
President of the Institute, said: 


‘As accountants, we do not have to 
take the Hippocratic oath, but we 
nevertheless accept responsibilities of 
a similar order. The individual can 
only retain satisfactorily his profes- 
sional sense, this sense of belonging 
to a body whose primary purpose is 
service, if he has a feeling of affinity 
with his professional organization. 

‘It is one of the purposes of the 
district society, branch and group 
structure to provide the necessary 
framework within which this can 
happen. By the promotion of your 
society to full branch status, the 
Institute is in effect entrusting you 
with the duty to provide that structure 
within your area.’ 


Participation in district and branch 
events, the Deputy President added, 
developed not only the individual 
member’s technical expertise but also 
his own contribution to the profession, 
and thus to the significance of that 
profession in society as a whole. 


Chief Executive for 
Stock Exchange 


ROPOSALS for review of the 

administrative structure of The 
Stock Exchange, it was officially 
announced last week, have been 
accepted by the Council, and are 
likely to be implemented progressively 
over the period to June 1975. The 
reforms are aimed at streamlining the 
administration of the Exchange, and 
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thus at relieving some of the burden 
on elected members of the Council. 

One of the most far-reaching 
features of this review will be the 
appointment of a Chief Executive — an 
assignment described as ‘one of the 
most responsible positions in the City 
today’ — with full responsibility to the 
Council for management of the per- 
sonnel, assets, finances and equipment 
of the Exchange. An appointment is 
unlikely to be made, it is understood, 
for several months; but it has already 
been announced that the successful 
candidate will require the ability not 
only to manage a major organization, 
but also to speak for The Stock Ex- 
change on a variety of matters. To 
meet these essentials, he will probably 
need to be a man of wide City experi- 
ence, though not necessarily with 
existing Stock Exchange connections. 

The Exchange is also to set up a 
Liaison Committee on which repre- 
sentatives of investors and savers will 
serve together with members of the 
Exchange. It is hoped that this new 
committee will provide a much-needed 
channel of communication between 
the central securities market and its 
users. 


Evolution — Not 
Revolution 


HE concept of the company secre- 

tary as a qualified professional man 
was restated in London last week by 
Mr John Phillips, opp, LL.M., F.C.LS., 
Chief Executive of The Institute of 
Chartered Secretaries and Adminis- 
trators. The time would come in the 
course of evolution, he said — maybe 
it had already arrived — when the 
secretary would be not only a pro- 
fessional man but also the keeper of 
the company’s conscience; in a posi- 
tion of independence, sufficient to 
enable him to discharge his responsi- 
bilities to investors, workers and other 
interested parties. 

‘I believe that the current discussion 
of the possibility of establishing a code 
of corporate conduct is an important 
and valuable exercise, but it cannot 
result in a precise and enforceable 
code against the company. By hypo- 
thesis, it calls for a standard trans- 


.cending that required by the law, 


without any real legal sanction to 
support it. This concept of a code of 
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. You need look no further than the Halifax. 
Halifax investments give consistently good interest 
whilst having the added advantage of being easily 

; realisable. 


HALIFAX 


BUILDING SOCIETY 


Member of The Building Societies Association 


The largest in the World 
Assets exceed £3,000 million 
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Yes, there is a totally secure, high performance investment. Standard Life. 
_Peace of mind for you. And for your client. 










As an adviser, with your 
client totally dependent on 
your judgement, you can’t 
afford to take any chances. 
Any more than your client 
can afford to take a low return. 
It’s a problem. Because. 
most safe investments aren’ t 
too profitable. And most 
highly profitable investments 
entail risk. Except one. H 
A Standard D policy. im 
‘Standard Life, with assets Wi 
of £1,000,000,000 isthe § i 
country’s largest, most if 
consistently successful, { 
mutual assurance office.lt 9 
gives your client total security, 
excellent life cover and a first- 
class return on his money. 
Now what more could he 
ask of you? 



















With profits endowment assurances taken out 
at age 30 and maturing after Ist March, 1973. 


£1,000 Er 
Policy „| 1948 1953 | 1958 


effected i 


Term in 25 20 15 


years 








Kee £865 | £879 | £893 | £930 





Amount 
Paida £2,7401£2,261|£1,853| £1,463 


in | 








The net outlay figures assume that income tax 
was paid at the appropriate standard rates. All 
figures relate to policies effected in the U.K. 


STANDARD LIFE 


For peace of mind. 


Established 1825, Assets exceed $1000.000,000 
Head Office:3 George Street, Edinburgh. 
Branches throughout the United Kingdom 
and the Republic of Ireland. 
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conduct establishing a special, higher 
standard is very familiar to the pro- 
fessions. 

Addressing last week’s Financial 
Times conference on company law 
reform, Mr Phillips said that his 
Institute had regarded the subject as a 
continuing responsibility for the last 
80 years; the Government would not 
be legislating in 1974 ‘for all time’. It 
was an evolutionary, not a revolution- 
ary process; review of the law should 
be undertaken, not in response to 
specific causes célébres, but on a regular 
basis to bring it into line with current 
political, social and economic concepts. 


Scots and English 
“Think Alike’ 


T Scottish and English Institutes 
of Chartered Accountants ‘still 
think alike in most things that matter’, 
Mr D. S. Morpeth, T.D., B.COM., 
F.C.A., Past-President of the English 
Institute, declared this week. Mr 
Morpeth was proposing the toast of 
“The Institute of Chartered Account- 
ants of Scotland’ at the annual dinner 
of the Association of Scottish Char- 
tered Accountants in London. 

‘We are both striving to maintain 
and develop all that a profession 
should stand for’, Mr Morpeth con- 
tinued; ‘technical excellence, in- 
novative thinking, application of an 
objective and independent approach 
to our work, and a high standard of 
integrity. We are both determined 
that the UK should play a strong part 
in the future development of the 
accounting profession in EEC, and 
also in the world. 

‘Between separate Institutes, there 
will always be some minor skirmishes, 
but do not let us build these into a 
siege. We have too much to do 
together for the future.’ 

Responding to the toast, the Scot- 
tish President, Mr W. N. K. M. 
Crawford, V.R.D., C.A, welcomed Mr 
Morpeth and the English Institute’s 
Deputy President, Mr K. J. Sharp, 
T.D., M.A., F.C.A., to membership of the 
Scottish Institute under the provisions 
for reciprocal membership. He stated 
further that be had himself applied 
for membership of the English In- 
stitute — further evidence of truth in 
the saying ‘If you can’t beat them, 
join them’. 
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Profession’s Influence 
on National Policies 


ROFESSIONAL bodies, includ- 

ing The Institute of Chartered 
Accountants in England and Wales, 
are increasingly being invited to 
join in open discussion of proposed 
governmental policies. Addressing the 
annual dinner of the Northern Society 
of Chartered Accountants last week, 
the President of the Institute, Mr 
E. Kenneth Wright, M.A., F.C.A., 
pointed to the increasing volume of 
evidence that, in relevant areas, the 
Institute’s opinions were heard with 
respect. 

“We welcome the increasing willing- 
ness to expose possibilities for public 
discussion before action is taken’, said 
the President. ‘An example was the 
Green Paper on inheritance tax, which 
was debated with the Government and 
the Revenue last year at Moorgate 
Place [The Accountant, November 
23rd, 1972]. How much better it 
would have been if the capital gains 
tax had been put through this sort of 
sifting process before enactment! 
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“We welcome, too, the recommenda- 
tion of the Melville-Burney inquiry 
that a leading accountant should be 
appointed as Head of Profession in 
the Civil Service with appropriate 
rank [The Accountant, June 28th]. 
This has long been our ambition, 
because we believe that at present we 
do not play the part we deserve in 
the decision-making processes, and 
we look forward in due time — it 
cannot happen overnight — to ac- 
countants in our government service 
having as much influence in national 
affairs as they have, for example, in 
Canada.’ 


The President alluded also to the 
Institute’s impending responsibilities, 
following the proposed Companies 
Bill, in ‘the fallow fields of social 
accounting’, and to the leadership of 
Mr J. P. Grenside, F.c.a., Vice- 
President of the Institute, on the 
European scene. These efforts, he 
said, further reinforced the Govern- 
ment’s ‘often-expressed and very wel- 
come’ opinion that accountancy de- 
served its position as a largely self- 
regulated profession. 





Minister Replies on 
Companies House Move 


HOICE of Cardiff as the venue for 

the enlarged Companies House 
(The Accountant, October 18th and 
25th) had been dictated by a number 
of considerations, said Sir Geoffrey 
Howe, OC. Minister for Trade and 
Consumer Affairs, last weekend. It was 
‘not too far’ from Central London by 
motorway or express train; it had many 
of the facilities of a capital city, 
including an active legal and business 
community; it was in an area where 
the prospect of 1,000 new office jobs 
and the prospect of further growth 
would be welcome; and the building 
could be made ready for the CRO’s 
special needs within the necessary 
limits of time. 

Speaking to an audience of London 
businessmen, Sir Geoffrey claimed 
that Companies House, on its present 
site and with the existing facilities, 
was facing mounting congestion and 
delay on a scale that could lead to 


virtual breakdown. Projections of the 
future indicated that there would be 
backlogs and ‘intolerable delay and 
crowding’ in the search room. The 
existing building would be absolutely 
full within two years from now, even 
assuming that the Registrar could 
recruit and train the necessary staff 
in Central London. 

Records which 80 per cent of 
readers at present ask to see would be 
maintained on microfilm in London, 
said the Minister. ‘But filming cannot 
provide the complete answer; this 
would just not be physically possible. 
We reckon that, even without any new 
registrations at all, the 600,000-odd 
existing files — some of them several 
feet thick ~ would take 60 more 
cameras and 180 more staff five years 
to photograph, by which time the 
records would be another five years 
behind. The expense of all this does 
not bear contemplation; the browser 
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will have to go to Cardiff, or brief 
someone there to browse for him. 

‘In an ideal world’, he said, ‘no 
doubt the CRO could occupy acres of 
storage space in central London, and 
recruit thousands of people to run the 
operation; we do not live in an ideal 
world, nor do we dispense ideal 
resources. Everybody ought to be 
thankful that we are seeking to avert 
a slow and inexorable deterioration 


at the CRO.’ 
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Predicting the Future 


AN’S efforts to foretell the course 

of future events have not lessened 

over the centuries; all that has changed 

are his methods. We have moved 

from the crystal ball to the computer 

and it would be a brave man who 

would claim that in all fields the new 
methods are superior to the old. 

The amount of work and study 

devoted to new methods is impressive 


Canadian Accountants Study 
Financial Statement Objectives 


GAINST the background of the 

AICPA’s recently published study 
on Objectives of Financial Statements, 
the Society of Industrial Accountants 
of Canada has arranged for coast-to- 
coast coverage of this subject to 
inaugurate its ‘Distinguished Lecture 
Tour’. 

Dr James Don Edwards, c.p.a., 
a much-respected elder statesman of 
the profession — he is research pro- 
fessor of accounting at the University 
of Georgia, a Past-President of the 
American Accounting Association and 
author of 12 books and some 20 mono- 
graphs in the field of accounting — 
will be speaking during November in 
all major Canadian cities on “The 
impact of new dimensions in financial 
reporting’. His tour includes meetings 
not only with Society members and the 
busines community, but visits to a 
number of universities. 

In his paper, Dr Edwards defines 
the objectives of financial statements 
and how management accounting can 
be related to these objectives; the 
basic goal is to provide information 
useful in making economic decisions. 
Users or decision-makers must rely 
upon the information in the financial 
statements to evaluate the future 
earning power of the enterprise; 
therefore, the financial statements 
must provide the users with a frame- 
work for assessing and analysing this 
earning power. 

To do this certain assumptions and 
judgement decisions must be made. 
There are useful as interpretive in- 
formation; however, this information 


should be segregated from factual 
information and disclosed. It must be 
relevant, comparable, free from bias, 
understandable and consistently re- 
ported. 

Statements should not be concerned, 
however, solely with information used 
in evaluating earning power. Manage- 
ment is responsible for safeguarding 
assets and accomplishing the goals of 
the enterprise; thus information 
should be provided to aid the external 
decision-makers in evaluating man- 
agement’s effectiveness. The decision- 
makers and users of financial state- 
ments are concerned with the future 
of the enterprise but usually base their 
decisions and predictions on past 
financial information. 

This past information is not always 
indicative of future developments and 
when this is the case the financial 
statements should contain forecasts 
to enable the decision-makers to make 
more accurate predictions and evalua- 
tions. 

Dr Edwards submitted that the 
objectives of financial statements have 
a noticeable impact in the area of 
management accounting. He went on 
to say that all levels of internal man- 
agement constitute a definite user 
group who require not only traditional 
information for planning, implement- 
ing and controlling but also infor- 
mation relating to timing, uncertainty 
and predictability of cash flow. The 
management accountant must utilize 
such data to assist management in 
establishing a planning model for 
future profitability. 
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and since much of it is highly complex 
and based upon mathematical 
formulae, the average businessman 
has probably gleaned little about the 
nature and effectiveness of present 
techniques. A new Occasional Paper 
from the Civil Service College en- 
titled Forecasting Methods (HMSO 
30p) by Dr Paul Newfield, of the 
University of Nottingham, deserves 
for this reason a wider readership than 
it may get. 

The language of the exposition is 
comprehensible to the layman who is 
not terrified of simple algebraic formu- 
lations of the problem. The topics 
discussed are the forecasting of popu- 
lation changes, economic changes, 
education changes and some miscel- 
laneous problems; these include brief 
statements on housing and health. 
The basis of modern forecasting is 
explained and the peculiar charac- 
teristics of each forecast emphasized, 
as well as the need to define clearly the 
phenomenon which is to be measured. 

For anyone who is not ready to 
damn all econometricians as either 
rogues or fools, these essays offer an 
excellent insight into an important 
area of the Government’s statistical 
work. After all, someone has to decide 
what to do about future policy; the 
results are likely to be better for some 
rational thinking than they will be if 
based on mere hunches and hopes. 


Management 
Accounting on the 
European Scene 


RITAIN’S problems were all too 

easily exaggerated, serious though 
they might be, Mr R. M. Bateman, 
M.A., F.C.LS., F.B.1.M., chairman of 
the ‘Turner and Newall Group and 
Deputy President of the Confederation 
of British Industry, said recently. 
Addressing members of the South- 
West Lancashire Branch of 'The Insti- 
tute of Cost and Management Ac- 
countants on ‘Corporate responsibility 
in the European environment’, he 
continued : 

‘Forecasts have been made by 
experts — experts from outside the 
United Kingdom —to the effect that 
the United Kingdom is certain to slip 
further and further down the standard 
of living scale of the countries of 
Europe. But I am sure that in our 
present circumstances, while we have 
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many problems, we do have alter- 
natives and we do have choices. Our 
economic performance has slipped 
too far below that of some of our 
competitors in the European Economic 
Community, but there was nothing 
inevitable about that, and there is 
nothing inevitable about our economic 
future. 

‘Should the dire predictions about 
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our economic future prove to be 
correct, it will not be because of any- 
thing that is inevitable, but because 
of our own failure to use our un- 
doubted ability to prove them wrong’. 

Membership of the ICMA in the 
North West, at about 440 per million 
people employed in industry, is pro- 
portionately higher than in any other 
area of the UK. 
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Indian Institute e 
New Officers 


HE President of The Institute 

of Chartered Accountants of India 
for 1973~74 has been named as 
Mr S. K. Gupta, of Calcutta. At the 
same Council meeting, Mr N. C. 
Krishnan (Madras) was elected Vice- 
President. 





THIS IS MY LIFE 


Breakers Ahead 


by An Industrious Accountant 


OME months ago our chairman made contact with his 

opposite number in Exwye Ltd, a small private hosiery 
factory, which was finding the going tough. They agreed 
informally, but subject, of course, to certain carefully 
phrased controls, that we got first choice of their produc- 
tion and they got prompt cash in return. As a goodwill 
token I was co-opted to Exwye’s board. 

Just a formality, just to watch the numbers, smiled our 
chairman, tongue in cheek; but my first board meeting 
was a traumatic experience. 

The agenda hinted of headaches ahead. Untidily laid 
out, it consisted of terse headings devoid of any indication 
of whether their objectives were the spread of information, 
the establishment of policy, or decisions leading to action. 
A few accompanying schedules listed statistics unrelated 
to any known accounting summaries. As publicity for our 
profession, that agenda was a dead duck. 

I groaned in spirit and sought the secretary. He was a 
middle-aged accountant, crushed in spirit and apathetic 
in reaction, exuding an aura of dejected deference. His 
minutes were predictable. They said ‘it was felt desirable’ 
instead of ‘it was decided’, and ‘further data was requested’ 
instead of a blunt ‘Mr Smith was instructed to submit a 
detailed explanation immediately’. 

Exwye’s chairman was obviously the cause of the 
trouble. He was affluent, patronising, and very much the 
big boss. He displayed a cavalier sharpness towards his 
financial henchman, welcomed me as from a height with 
an inept allusion to shattered accountants, and clearly saw 
most of the community as lesser breeds without the law. 

My hackles began to rise. How come he ran racehorses 
when his factory had shown a first six months’ loss? How 
come his big Jaguar was being polished in the yard when 
the twinset deliveries were ten days behind schedule? 
I thanked him for his welcome and said I looked forward 


to helping the salvage operation. That wiped the smile off 
his face. 

He lowered the tone of the meeting by ignoring the 
agenda and then asking, after signing, whether there was 
anything arising out of the minutes. The marketing 
director, a long-winded chatterbox with a regrettable taste 
in ties, treated us to a self-excusing history of difficult 
customers, erratic markets, lazy travellers, closed-shop 
rings, and so forth. He quoted several trading figures, all 
familiar to the others present, but the complete absence of 
a written note on the subject left me stranded helplessly. 
Mind you, I’d conscientiously done my share of homework 
on past reports. 

Ultimately the chairman asked my opinion on remedial 
action. In return, I suggested, rather pointedly, tabling 
schedules of sales broken down by travellers, salaries and 
commissions annexed, with preliminary recommendations, 
as a ‘must’ in such cases. The marketing man looked 
startled; the others sat up suddenly. The chairman agreed 
blandly — but his lips tightened, and a running battle is 


predictable. 
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London Looks to Europe 


Chartered Accountants’ 


ZE XPANSION Opportunities in EEC’ 

formed the theme of the London 
and District Society of Chartered Ac- 
countants latest residential conference, 
on Wednesday and Thursday of last 
week, at Heathrow’s Skyway Hotel. 
Under the joint chairmanship of Lord 
Sandon, T.D., and Mr W. D Davidson, 
the conference organizers had marshalled 
a panel of acknowledged experts in their 
respective fields, worthy of a larger 
attendance than the forty or so members 
present. 

The first speaker, Mr Ian Walker, 
M.A., of British American Tobacco Co, 
defined market research as a service 
function — the provision of intelligence 
to management on markets, and the 
identification and satisfaction of con- 
sumer needs. Such research, he said, was 
essential to ensure that the company was 
operating profitably and efficiently, 
though it was no substitute for sound 
commercial judgement. 

Mr Walker suggested that ‘desk re- 
search’, through the medium of official 
and trade information, was a relatively 
inexpensive but ‘immensely rich and 
rewarding’ source of opportunity evalua- 
tion that was sometimes neglected. He 
spoke also of the use of qualitative 
research into consumer attitudes, de- 
veloping this and other points with the 
aid of some amusingly pointed slides! 

The question ‘Ts it right for Europe?’ 
cannot be answered by the translation 
from English of paragraphs of explana- 
tory copy; what suits the British house- 
wife, for instance, is not necessarily 
attractive to ‘Madame’ in Paris or 
Brussels. Nor does product performance 
in the hurly-burly of the European 
market-place always follow the ‘almost 
clinical conditions’ of a pre-launch 
trial. 


Company law 


Mr Fred 5. Scheuermann, who has 
practised law in Brussels for the past 
quarter-century, set out to give the 
conference ‘a bird’s-eye view’ of what the 
Common Market legal machinery looks 
like to a company lawyer. The Treaty 
of Rome, he said, was the Community’s 
‘economic constitution’, and he likened 
EEC directives and regulations to a form 
of ‘quasi-federal legislation’ superimposed 
on the Community’s national jurisdic- 


Residentia! Conference 


tions to bring business operations into 
line. 

The Community was committed to 
the principle of economic and monetary 
union, conceivably by 1980. Whether 
this would lead in turn to a political 
union was, in Mr Scheuermann’s view, 
less certain. 

He gave a good mark to the EEC 
Commission’s ‘open door’ policy: it 
was no difficult matter in Brussels to 
locate the responsible official in any 
matter, and he thought that this policy 
might with advantage be pursued else- 
where. He emphasized the extreme 
strictness of EEC competition policy as 
regulated by sections 85 and 86 of the 
Treaty of Rome; these provisions were 
neglected only at one’s peril, and had led 
in the past to some very substantial fines 
of up to $1-5 million. Even an exchange 
of winks, he suggested, might infringe 
the rules if it was intended to create an 
arrangement. 

In the course of an entertaining 
luncheon address, Mr Peter Rees, Q.c., 
M.P., suggested that the Bar and the 
trade union movement were the UK’s 
most conservative institutions! Europe 
had a great admiration for British 
political institutions, but less regard for 
her commercial and industrial practices; 
he recalled that the paralysis of German 
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political and industrial activities in 1945 
had been followed by the visit of a 
British trade union delegation — an 
experience which German industry, for- 
tunately for its own future development, 
had taken more as an inoculation than as 
an example. 

Countries of the former British Empire 
had benefited immensely from the 
UK’s legacy of political, professional and 
judicial institutions. British accountants, 
Mr Rees claimed, were as competent 
and independent as any; they should go 
out and make their own impression upon 
Europe, as their forefathers did in the 
days of the Empire. 


European mergers 


After lunch, Mr Lionel St James, chair- 
man of the Brussels office of Independent 
Management Consultants Ltd, rapidly 
dispelled post-prandial stupor with an 
authoritative and well-presented analysis 
of mergers and acquisitions on the 
European scene. ‘Before you attack the 
Continent’, he said, ‘be as informed as 
you possibly can be’; many British 
companies, in his experience, had not 
considered all the possible variations of 
cross-frontier expansion, and those who 
did not know where they were going 
were more than likely to finish some- 
where else! 

He examined the disadvantages of 
agency, licensing and joint venture 
relationships, and claimed that acquisi- 
tion — the purchase of existing perfor- 
mance — offered a lower element of risk. 
There were, he said, a number of 
diferences in the British and Continental 
climates to be considered; the British 
practice of stock-market purchases was 
regarded by Continentals as tantamount 


conference speakers relaxing before lunch. From /eft: Messrs Fred S. Scheuermann, Christopher 
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“Tcan assure vo, 
gentlemen, that this 
company is insured 


conceivable risks” 
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Company Secretaries, Company Chairmen and 
Company Financial Directors — all busy men — 
are not as a rule trained in Company insurance. 

Where they see a risk-free situation, the CIB 
broker—who is so trained—may well see a 
minefield of potential disasters. 

Part of the broker’s function is to under- 
stand risk management. This does not simply 
mean insuring against everything; it means 
surveying the Company’s operations, spotting 
areas of risk, and seeing the best way to avert 
them. 

Those that cannot be averted must be 
insured against. And this the CIB broker is 
well-equipped to do, having an intimate know- 
ledge of Lloyds, and of the policies offered by 
British Insurance Companies, as well as a deep 
fund of experience to draw on. 

When claims arise, he will help you with 
them; he will keep you in touch with any 
changes in the insurance market and advise 
you on any appropriate changes in your policies; 
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and he will arrange international insurance if 
you need it. 

It would be true to say that until a CIB 
broker has studied your insurance needs, you 
cannot be certain that you are fully protected 
against all risks — however inconceivable they 
may appear. 

Send to us for a list of CIB brokers in your 
area. They will all have met the high professional 
and financial standards of the CIB, and they 
will all be able to ensure that you are spending 
no more and no less than you. should be on 
insurance. 

Just drop a line to the address below. 


CIB 


The Corporation of Insurance Brokers, 
15 St. Helen’s Place, London EC 3A 6DS, 
01-588 4387. 
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Please send... (insert 
number) brochures and applica- 
tion forms for London Wall 
Cash Plan to :— 


NAME L. 


Professional advisors are invited to apply for 
brochures and application forms for 
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PLEASE INDICATE PROFESSION 








F F Four payments totalling 10% p.a., 
ncome without tax deduction. No 


personal tax liability of any kind on 
them for most investors. 


= £1,000 invested in 1965 would 
Casi 7 al _ have returned £775 in quarterly 
Satie payments, and still have been 


advantage worth £1 ,167 at 1st August, 1973. 


ee “CASH PLAN’ LONDON 


WALL GROUP OF UNIT 
TRUSTS LIMITED 


Member of the Association of Unit 
Trust Managers. 


Registered No. 792318, England 


Registered Office: 
1 Finsbury Square, London 
EC2A 1PD. Tel: 01-606 5811. 


e “Wider range” Trustee Status 
COMMISSION OF 13% PAYABLE TO AGENTS. œ No long-term commitment 
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to buying a company ‘unseen’, and the 
French and German stock exchanges — 
each with only a few hundred quoted 
companies — were not the best markets 
for owners wishing to ‘go public’. There 
were some very substantial European 
businesses still registered as ‘private’ 
companies. 


Continental policies on recruitment 
and redundancy were in general far more 
favourable to the employee than in the 
UK; there were also significant differences 
in management methods, language and 
public holidays. He warned his audience 
to beware of such generalized rumours 
as, for instance, that ‘the French Govern- 
ment are a very difficult lot’, as these 
could be just as effective in inhibiting 
investment as were black and white 
restrictions. He further enlivened his 
lecture with an impressively polyglot 
illustration of the right and the wrong 
approach to the Geschaftsfiihrer of a 
German target company, his grandmother 
and his maiden aunt! 


Establishment in Europe 


The final paper on Wednesday came from 
Mr Nigel Spinks, director of legal 
services, Jordan & Sons Ltd, who dealt 
in turn with the alternative methods of 
setting up a business in EEC by acquisi- 
tion, by forming a subsidiary, by joint 
venture or by establishing a branch. 
There were significant differences of law 
and practice to be considered in respect 
of each, and he distributed a ‘check 
list’ of questions which the professional 
adviser should ask before committing 
his client to a particular course of 
action, 


Thursday’s proceedings opened with 
an address from Mr E. J. W. Hellmuth, 
an executive director of the Midland 
Bank, on the role of banks in Europe. 
He laid great emphasis on the code of 
behaviour and sense of responsibility 
implicit in being a banker in the City of 
London; for banking facilities, he claimed, 
one looked to London first. 


He contrasted the UK scene with the 
prevailing practice in European countries. 
Participation of the German banks in 
industry had created a concentration of 
economic power and a political problem. 
In France, the banking system was on a 
semi-public dirigiste basis, in which the 
three principal deposit banks were effect- 
ively nationalized and state-controlled. 


In Belgium, the banks had functioned 
virtually as industrial holding companies 
until 1937, while Dutch bankers were 
‘bedevilled by government interference’ 
and competition from savings banks. 
British banks were in a very challenging 
situation in terms of services, geography 
and competition from other institutions. 
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He also reminded his audience of the 
development of the swirT (‘System for 
Worldwide International Financial 
Transfers’) and ARIEL systems; these, 
he said, represented a new dimension of 
communications in terms of computer 
technology. 


Marketing and advertising 


Mr Christopher Osborne, M.A., F.LP.A., 
M.INST.M., then dealt with problems of 
survival, growth, profitability and risk 
in terms of European marketing strategy. 
Human nature, it should be remembered, 
took many different forms, and he saw 
no substitute for personal visit and 
contact in this area. 

The ideal of a European marketing 
director, he suggested, would be a well 
educated man from any one of a number 
of alternative professional disciplines, 
with experience in line management and 
familiarity with European languages. 
Conceivably the European adventure 
could make new careers for accountants! 

Taking advertising as an example of a 
European marketing operation he dis- 
cussed the alternative use of overseas 
news media, local advertising agencies, 
local subsidiary companies and home 
agencies. The possible variety of co- 
ordination in this category was immense, 
and communications between financial 
and marketing people tended to be much 
more complex in the European context. 

In a third paper on Thursday morning, 
Mr W. G. Yates, F.R.I.C.S., said that 
all property developers were extroverts 
by nature, and were interested in any 
new area of development. He thought 
that the UK image of property ‘specula- 
tors’ included an element of envy on the 
part of many people, and emphasized 
that his paper would be concerned with 
commercial property — offices, shops and 
industrial premises — and not with resi- 
dential accommodation. 

Estate agents’ commissions in the UK 
were generally lower than in any other 
European country apart from Holland; 
the general level of commission in EEC 
states was of the order of 3 to 5 per cent, 
usually with notarial fees, registration 
charges and VAT as extras. He had also 
found, in general terms, a much slower 
decision-making machinery ‘for almost 
everything in Europe’. 

‘Where there is a clear demand’, Mr 
Yates argued, ‘developers tend to over- 
supply in a free market’. British com- 
panies tended to be growth-oriented, in 
contrast to the generally cash-flow 
oriented Continental companies; this he 
related to the practice of gauging de- 
velopment opportunities in terms of 
margin over funding costs, coupled with 
the lack of a sophisticated funding 
market on the Continent. 
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Mr Victor Feather, addressing the con- 
ference on trade union organization in 
Europe, spoke of the tendency of 
European labour organizations to frag- 
mentation on political and religious lines, 
and gave an interesting illustration of the 
democratic process as exemplified in 
his own election to the presidency of the 
European Trades Union Federation, 
in which the British TUC holds a 
dominant membership. The Federation, 
despite its title, was at present confined 
to Western countries, until such time as 
Eastern Europe was able to develop 
unions that were ‘voluntary and demo- 
cratic’. 

Even within the trade union movement, 
Mr Feather said, foreign and immigrant 
workers had been subjected to dis- 
crimination of a kind which he did not 
like to see, and which relegated them to 
the status of second-class citizens in 
terms of employment. Later, in the course 
of a thinly-veiled reference to the In- 
dustrial Relations Act, he claimed that 
governments (but surely never trade 
unions) ‘tended to become a little 
authoritarian’. 


Stock-market prospects 


A chartered accountant and stock- 
broker, Mr Peter Jenks, F.c.A., saw 
greater opportunities in Europe for 
British accountants than for British 
stockbrokers, now that the initial euphoria 
had worn oi He confessed himself to be 
a great believer in nations and parts of 
nations keeping their own individuality, 
and stressed the importance of the 
company quoted on an overseas exchange 
projecting the image of a good corporate 
citizen. 

One compelling reason for a company 
to seek quotation on an overseas exchange 
was the lack of sufficient investor interest 
in the home country to support the share 
price at a reasonable level. The cost of 
such a quotation was influenced to a 
significant extent by the standards of the 
accountancy profession in the country 
concerned; in this connection, Continental 
practice had tended to lay more em- 
phasis on a prescriptive approach to 
‘getting the numbers right’ than on the 
British concept of a true and fair view. 
There was also an element of amour 
propre involved, if the management of 
a company whose accounts had met all 
domestic requirements was faced with a 
further audit as the price of an overseas 
quotation. 

Quotation on a foreign exchange was 
not of itself adequate in the absence of 
sufficient shares being actively traded to 
make an effective market. In this con- 
nection, Mr Jenks paid tribute to the 
responsible attitude and the efforts made 
by UK jobbing firms. 
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Social Responsibilities 


of Companies 
An Elastic Concept 


by LS STEPHENSON, M.A., LL.B. 


Recent controversy, centred in particular upon Distillers Ltd and the 
thalidomide tragedy, has given considerable impetus to the concept, 
sometimes selectively argued, of a moral responsibility which transcends 
legal liability — particularly, tt would seem, where the defendant is a 


person of considerable means. 


This argument, if pursued to its logical conclusion, raises the prospect 
of two classes of defendant: those who can pay and are thus under an 
allegedly moral obligation, irrespective of legal liability, to do so; and 
those who cannot, whose legal or moral liability is, therefore, in practice 


quite irrelevant. 


Mar’ words, mostly of surpassing vagueness, have 
been emitted of late concerning the ‘social responsi- 
bilities’ and ‘moral obligations’ of companies operating in 
Britain. From this welter of words there sometimes emerges 
— rarely — a specific proposal which is capable of being 
turned into legislation, and which might well prove 
valuable if Parliament were thus to require compliance 
with it by, at any rate, the larger companies. 

The suggestion in the current White Paper on company 
law reform that directors of the larger companies may in 
future be required to include in the directors’ annual report 
an account of the performance of the company with regard 
to the safety and health of the company’s employees, and 
also of the number of consumer complaints and how 
they were dealt with, may well be regarded as falling 
within the beneficent category. More debatable is the 
suggestion, from the same source, that the report should 
include a section on the conduct of industrial relations; 
we are already familiar with the obligatory paragraph in 
company reports paying tribute to the loyal and devoted 
service of the company’s staff, regardless of how often 
they have in fact been on strike during the year. It seems 
unlikely that anything more than a formal account can be 
expected here which, being reticent concerning the 
alleged cause or causes of unrest and the deficiencies of 
either staff or management, can scarcely do much to 
edify the shareholders. 


Responsibilities and rights 


More generally, however, the White Paper states that ‘the 
Government are specifically recognizing, in the context of 
company law, the generally accepted fact that ownership 
involves responsibilities as well as rights. This requires 
company directors, on behalf of the shareholders, to dis- 
charge their social responsibilities as well as to protect 
their legitimate interests. The boards of companies, and 
their managements, thus have a manifest obligation 
towards all those with whom they have dealings ...’. 


What does this passage mean? If it means merely that 
companies are obliged to fulfil the obligations imposed upon 
them by law (such as the Sale of Goods Act 1893, the 
Supply of Goods (Implied Terms) Act 1973, the Factories 
Acts and other safety legislation, and the like), it is plati- 
tudinous. If the ‘manifest obligation’ means something 
beyond this, then it is pertinent to ask whence this obliga- 
tion arises if it is not imposed by the law, and where is its 
‘manifest’ character to be ascertained? 

Moreover, what are the sanctions for breach of this 
‘obligation’? The truth is, of course, that the ‘social 
responsibilities’ referred to have, in so far as these go beyond. 
those required by law, no existence-save in the mind of he 
who propounds them and of those who may chance to 
agree, and vary according to the taste of the propounder. 


Clear priorities 


In the past, directors of companies are thought to have — 
and were expected by law to have — organized the company’s 
activities primarily with a view to the pursuit of gain for 
the members; this pursuit was, of course, always cir- 
cumscribed by the specific obligations imposed from time 
to time by the changing law concerning the quality of the 
company’s goods and services and other matters. This 
predominant purpose of gain for the members was by no 
means incompatible with a high degree of concern regarding 
both the company’s employees and the company’s cus- 
tomers, since it is improbable that much gain will be 
forthcoming should either or both of these be dissatisfied ; 
nevertheless, the priority was clear. 

Many groups may, in fact, be affected by decisions takea 
by the board of a company; members, employees, govern - 
ment, consumers of the company’s products, and quite 
possibly the public at large as, for example, in the case of 
environmental pollution. It is idle to pretend that the 
interests of these various groups will not often be at 
variance; if ‘social responsibilities’ are to be the manage- 
ment’s guide, then not only does the equation become 
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immensely more complicated but often no clear-cut 
answer at all can be returned. 

If, for example, the management decided not to embark 
upon a lawful activity because of its polluting effect, or, 
conversely, decided to conduct the activity but to engage 
in expensive anti-pollution devices not required by law, 
the result could well be, in the former case, a loss of 
employment in the area, and price-cutting by a rival 
firm in the latter, with disastrous results for the company. 
Should such consequences ensue, where lies the social 
advantage? The difficulties and dangers are vividly shown 
in a letter from Sir Denning Pearson, then chief executive 
of Rolls-Royce Limited, to the chairman of the Defence 
Committee and the Aviation Committee of the Con- 
servative party: 

‘We were then faced with the problem of what to do. The 
prudent financial policy would have been to say, what we 
knew in our hearts to be true, that we could not afford to 
develop a brand-new engine as a private venture. However, 
this was a time when we were being exhorted by the Prime 
Minister to put everything we knew into exports, and we 
knew that from this point of view the right thing to do was 
to go on with the Spey. We therefore decided, despite the 
financial implications, to do just that ... the financial result 
has been to very nearly break the company.’ 


Is it fair to expect management to act as seers in weighing 
up these possibilities? It is submitted that boards of 
management are rarely equipped to perform such a 
function, nor is it in general desirable that they should 
attempt to do so. It is not the task of boards of directors 
to become, in effect, legislators on behalf of their individual 
companies, with the obvious consequence that the policies 
to be pursued are likely to vary widely from boardroom to 
boardroom; instead, it is the function of Parliament to 
legislate with precision concerning the obligations of 
companies towards society. Doubtless an unwelcome gap 
in the existing legislation prohibiting what is thought to be 
undesirable would be found from time to time, and it 
would then be for Parliament to close that gap. 


No definition 


The White Paper, after referring to the specific obligations 
imposed by law on companies and the power of society to 
alter them through the medium of the law, goes on, 
somewhat alarmingly, to speak of ‘the other kind of 
responsibility, a more general and moral kind’; this 
responsibility ‘is much more difficult to specify and define 
in terms that can assist any board to decide in any particular 
situation just where that responsibility leaves them, or that 
can be translated into law’. This recognition of the virtual 
certainty that individual boards, basing decisions merely on 
the views of the individual directors as to what is required 
to further social and moral aims, would in fact become 
legislators for their individual companies is a welcome one. 
Somewhat astonishingly, however, the White Paper 
concludes that ‘for these wider responsibilities, a Code of 
Conduct might be appropriate’. 

The defect of imprecision does not diminish merely 
because the subject matter in question is embodied in a 
code instead of in an Act; the White Paper makes a hesitant 
reference to this obvious difficulty by later stating that 
‘in that area of responsibility ... described as “social” or 


ACCOUNTANT 


607 


"moral"... much of the material cannot be put in specific 
and precise form’. The Watkinson Committee of the 
Confederation of British Industry suggest the alteration 
of the company’s memorandum of association so as to 
empower the directors expressly to consider wider issues 
when guiding the company’s fortunes; this would no doubt 
be a splendidly protective provision for the directors, 
virtually ruling out any possible liability of the directors to 
the shareholders should loss or even disaster to the com- 
pany ensue from such a management decision. 

The Watkinson Committee also favoured the notion of a 
code; the White Paper shrewdly doubts whether this would 
sufficiently guide the company or its competitors should 
the company’s directorate decide, on these nebulous 
wider considerations, to deviate from the most profitable 
course of conduct. The White Paper concludes that for a 
code to be effective in this area ‘some independent source of 
judgment may be necessary’, although it envisages difficulty 
in finding a body competent to carry out such a task. This is 
scarcely surprising, since a tribunal established to censure 
and, presumably, apply sanctions for any departure from a 
course of conduct which is too vague to be capable of 
specific definition initially is, at any rate to a lawyer, a novel 
and most startling concept. 


Selective indignation 


The extraordinary imprecision with which such matters are 
approached was demonstrated in concrete form during the 
controversy concerning Distillers Ltd and the thalidomide 
children. It was trumpeted forth in many quarters that, 
irrespective of whether the company was legally liable, 
it was under an indubitable moral obligation to pay; it was 
freely suggested that the directors were censurable in, 
awaiting the outcome of litigation. In general, the law of 
the land regarding liability to compensate for physical ° 
personal injuries is that there is no obligation to do this 
unless the defendant was at fault; nevertheless, it was 
unhesitatingly asserted by the propagandists that Distillers 
were under an undoubted moral liability to pay full 
compensation irrespective of fault. 

The law, as just explained, is to the contrary; indeed, a 
leading case lays down that it is not consonant with current 
ideas of justice or morality that even a defendant who has 
been admittedly culpable towards his victim should have 
to pay for the damage thereby inflicted upon him in so far 
as that damage extends beyond what could reasonably have 
been foreseen (Overseas Tankship (UK) Lid v. Morts Dock 
& Engineering Co ([1961] AC 388)). If law and morality 
are wholly at variance, it presumably follows that the 
judiciary and Parliament, who made the law, must have 
been totally devoid of morality regarding this matter. 

Now it may, of course, be that morality does indeed 
demand that he who caused the harm should ~ irrespective 
of whether he could with reasonable care have avoided it ~ 
compensate the injured victim, although this does not 
appear to everyone as a self-evident truth. But, however this 
may be, it is submitted that there is nothing to be said for a 
subjective, and therefore selective and elastic, application of 
morality which focuses only on particular areas and groups of 
victims with little heed to the examination of principles. ‘This 
can only result in widely divergent action being taken over 
matters which are in principle indistinguishable. 
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Sales Variance Analysis 


in Practice 


by ALASTAIR KING, M.A., A.C.A. 


There is nothing very complicated about sales variance calculations, but it is 
an aspect of standard costing which one seems to have to think through again 
from the beginning every time one deals with it. This article is the fruit of the 


writer's experience in the brewing industry. 


N doing sales variance analysis, one is analysing the 

difference either between forecast sales and actual sales, 
or between forecast contribution from sales and actual 
contribution. When variable costs are processed through 
a formal standard costing system, the natural approach is 
to analyse contribution figures, because one will have re- 
stated one’s actual figures like this: 

Starting from: 

Actual sales 


Getting to: 
Sales 





Standard cost of sales 
Actual variable costs — Contribution 
i—————» Variable cost variances 


Actual overheads --———————>_ Overheads 


Net profit 


In order to compare actual profit with forecast profit, 
one will need to complete the following matrix: 


Actual (as above) Plan Variance 

Contribution Forecast Sales variances 
Contribution 

Cost variances — Cost variances 

Overheads Forecast overheads Overhead variances 

Net profit Forecast profit Total variance 











This article does not touch on the analysis of variable 
cost or overhead variances, which are very well-docu- 
mented subjects. It covers the normal procedures and some 
of the problems in breaking out the sales variances (that 
is, the difference between the actual and the forecast con- 
tribution) to see how they arose and what management 
action need be taken on them. 


Calculating the variances 


It is, of course, essential to appreciate that, as with all 
costing analysis, there are no absolute rules on how the 
analysis should be done. The fundamental criterion is the 
usefulness of the results. It is also essential to appreciate 
that we are only discussing the analysis of a given figure. 
Whatever method is adopted the total answer must come 
back to the difference between the actual and the forecast 
contribution before charging overheads. 


The most helpful way to break this down is usually into: 

(1) Variance caused by the selling price being different 
from forecast. 

(2) Variance caused by the sales volume being different 
from forecast. 

(3) Variance caused by the sales mix being different 
from forecast. 


The last two variances will be of significance to all 
levels of sales management, the first only to those res- 
ponsible for pricing policy. 

Item (1) is easy in principle. All that it is necessary to do 
is calculate actual sales at standard or forecast price, and 
the variance is the actual sales Jess the sales so calculated. 
As the variable costs will already have been reduced to 
standard, this is the same as the difference between the 
actual contribution and the standard contribution on actual 
sales (hereafter called ‘actual standard contribution’). 

Breaking the rest of the variance into (2) and (3) is more 
complex. What one needs to do is-to break out the volume 
variance first, and whatever is left is the mix variance. 

The contribution to be expected on the actual volume of 
sales is found simply by projecting the forecast: 


Actual volume of sales Forecast 


Expected contribution = eee 
P ntribution contribution 


Forecast volume of sales 
Then the volume variance is: 
Expected contribution minus Forecast contribution 
Whatever is left must be the mix variance: 
Actual standard contribution minus Expected contribution 
To prove this algebraically : 


Let (a)=actual contribution 
(b) = forecast contribution 
(c)=actual standard contribution 
(d)= expected contribution 

(1) Sales price variance =(a)—(c) 

(2) Volume variance =(d)—(8) 

(3) Mix variance == (c)—(d) 

Total variances = (a—c)-++-(d—b)+(c—d) 
=a—c+d—b+c—d 
=a—b 

which is (as it should be) actual contribution minus forecast 

contribution. 
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ARE YOUR CLIENTS 
IN THE SOCIAL SERVICES 


For employers and employees in 
the Social Services — including 
education, health and welfare — to be 
forced into the State Scheme would 
not be to their advantage. This is 
because the State Scheme has, of 
necessity, not been designed to suit 
their particular needs — whereas 
Federated Pension Schemes exists 
specifically to serve the Social 
Services. 

With April 1975 in mind 


FEDERATED PENSION SCHEMES 
has designed new plans, and however 
large or small the organisation, the 
advantages of an FPS plan will almost 
certainly prove considerable to both 
employer and employee. 


MAXIMUM BENEFITS 
Because FPS is non-profitmaking, its 
plans offer greater benefits in relation 
to costs than comparable schemes. 


EXPERIENCED AND PROVEN 
MANAGEMENT 
FPS was founded 45 years ago and is 
closely identified with the social 
services. Similar plans administered 
by it have kept ahead of inflation. 


ADMINISTRATIVE SIMPLICITY 
The employer will have little to do 


Name 


Please send me full information on FPS's new plans. 


beyond remitting contributions to 
FPS and notifying them of staff 
changes. 


FLEXIBILITY 
The plans offer wide transferability 
rights and can include part-time and 
manual employees. 


EQUITABLE BENEFITS 
Pensions are based on years of service 
and salary at retirement. They may 
be taken partly in lump sum form and 
may be increased after retirement to 
counteract inflation. 


ADVANTAGEOUS TAX PROVISIONS 
Employees receive full tax relief on 
their contributions and employers’. 
contributions rank as a business 
expense. 


THE BACKING OF THE RNPFN 
The plans are arranged in association 
with and have the backing of The 
Royal National Pension Fund for 
Nurses founded 1887) a specialised 
mutual life assurance society with 
assets in excess of £50 million. 


WHO'S ELIGIBLE? 
Any employer engaged in a social 
service. Employers in commerce and 
industry with employees working in a 
related capacity (e.g. industrial nurses). 


acn | 





Organisation 





Address 














Tel. No. 


No. of employees 





BEN Ce 
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Federated Pension Schemes, 
‘Rosehill’, Park Road, 
Banstead, Surrey, SM7 3BX. 


- FULLY PREPARED FOR APRIL 1975? 
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7 CA, ACA, ACMA, ACIS, ACCA, ATII, ASBI, etc. 


Some 
professional 
advice for 
accountancy 
students 


If your prime concern is to make sure you 
qualify for any of the above qualifications — 
read on. The School of Accountancy has had 
over 60 years’ experience of coaching students 
for accountancy and other professional quali- 
fications. We have learned a lot in those years — 
how to coach students most effectively; how to 
help them with really personal tuition; how to 
prepare them fully for their examinations; and 
how to give that extra confidence that makes all 
the difference in the exams. SOA course material 


is easy to digest and constantly kept up to date | 


with syllabus changes, trends in examination 
questions and new legislation. And yet it avoids 
non-essentials and ensures that your learning 
is as easy and efficient as possible. 


With the backing of our correspondence course 
you'll be fully prepared to add to over 100,000 


examination passes achieved by SOA students, d 


many of whom have gained awards. 


We've learned a lot about how to help others. 
Why not let us help you? Find out about the 
School of Accountancy. 


& Business Studies =sr. x9:0 


| For full information post this coupon today to: 
The School of Accountancy & Business Studies 


107B Regent House or 
Stewarts Road 

| London SW8 4UJ 

l Telephone: 01-622 9911 


107B Regent House 

341 Argyle Street 
Glasgow G2 8LW 
Telephone: 041-221 2926 
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NW The School of Accountancy 
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BARCLAYTRUST 
GUIDE TO 
UNIFIED TAX 


by B. J. RUFFELS, A.I.B., A.T.LI. 


This concise, practical guide to unified tax has 
been written specifically for accountants, 
solicitors, bankers, students of taxation and all 
others who must come to terms with the new 
system of personal taxation which came into 
force at the beginning of the 1973-74 fiscal 
year. During this tax year the professional 
taxation adviser will increasingly be faced 
with the problems of transition of the new 
system. 

The book recognises that, initially at least, the 
unification of income tax and surtax into a 
single graduated income tax will give rise to 
many practical difficulties and, for this reason, 
numerous worked examples are provided. In 
many cases alternative methods of approach 
are suggested, and the manner in which the 
Revenue will bring the tax into charge is 
considered in detail. 

1973 £1:75 net. Postage 11p incl. VAT. 


REVENUE LAW 


comprising Income Tax; Capital Gains 
Tax; Corporation Tax ; Estate Duty; Stamp 
Duties; Tax and Estate Planning 


by BARRY PINSON, Q.C., LL.B., and including 
a section on Value Added Tax by JOHN 
GARDINER, MA. LL.B. / 

SEVENTH EDITION 


Pinson is now firmly established as the leading 
students’ book on taxation. As is now cus- 
tomary it covers the whole of revenue law in a 
single volume. This edition is devoted to the 
law as it applies in and from the year 1973-74, 
including the unified system of personal 
taxation and the imputation system of dividend 
taxation. 

The subject is presented in a form which not 
only enables the book to be used as a textbook 
for professional and university examinations, 
but also to be of value to the practising lawyer 
or accountant for concise and immediate 


reference. 
1973 Bound: £7'50 net. Paperback: 


£5 net. Postage 33p incl. VAT. 


Sweet & Maxwell 


Mail orders to: North Way, Andover, Hants 
SP10 5BE 

Bookshop: 

116 Chancery Lane, London WC2A 1PP 
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Where the variance formula gives a positive result the 
variance is favourable; if the result is negative the variance 
is adverse. 

The normal way of measuring volume of sales is in 
£ sterling and this is the way it is done in the textbooks.° 
But in some industries, sales volume is commonly measured 
in quantities. In the brewing industry, the measure is 
barrels of 36 gallons (soon to be replaced by hectolitres). 
The main reason for this is that the total quantity of beer 
drunk fluctuates much less wildly than the price which is 
paid for it. 

Sales management expects a reported favourable volume 














Example 1 
Barrels 
Sales forecast: 
Own bitter 800 
Imported lager 600 
1,400 
Barrels 
Actual sales: 
Own bitter 1,040 
Imported lager 400 
1,440 
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variance to be in direct proportion to an increase in sales 
expressed in the usual terms. In a brewer’s product range, 
the beers with the highest prices are often those bought 
in package from other brewers, and therefore those on 
which the return per barrel is lowest. It follows that an 
increase of sales in terms of £ may well not lead to an 
increase in the contribution to profits, so that it‘ becomes 
far less misleading to use barrels as a measure of volume. 

The example which follows shows both methods of 
calculating the volume and mix variances; a point to notice 
is what different answers they produce. It must be em- 
phasized that all figures are imaginary. 












































Total sales contribution variance to be explained is £8,480—{£6,600=£1,880 (favourable) 


Actual sales at standard price are: 
1,040 at £30 
400 at £37 





Standard 
Selling Standard cost of Contri- 
price Sales cost sales bution 
£ £ £ £ £ 
per per 
barrel barrel 
30 24,000 24 19,200 4,800 
37 22,200 34 20,400 1,800 
46,200 39,600 6,600 
Standard 
Selling Standard cost of Contri- 
Price Sales cost sales bution 
£ £ £ £ 
per per 
barrel barrel 
31 32,240 24. 24,960 7,280 
37 14,800 34 13,600 1,200 
47,040 38,560 8,480 
£ 
31,200 
14,800 
£46,000 








(1) Sales price variance is £47,040 (actual sales)— £46,000 = £1,040 (favourable). 


Actual standard contribution is £8,480 —£1,040=£7,440 


Method ‘A’ 
Calculating volume and mix variance on sales volume in £: 


Expected contribution is 


(2) Volume variance is 
(3) Mix variance is 


Method ‘B’ 


Calculating volume and mix variance on sales volume in barrels 
Expected contribution is 


(2) Volume variance is 
(3) Mix variance is 


£75 


H 


Summary of variances 


(1) Sales price variance 
(2) Volume variance 
(3) Mix variance 


Total variance 


£46,000 
£46, 


1,440 
SC x £6,600 = £6,789 


£6,789— £6,600= £189 (favourable) 


x £6,600= £6,571. 


200 
£6,571 —£6,600= £209 (adverse) 
£7,440—-£6,571 = £869 (favourable). 


o—£6,789= £651 (favourable). 








Favourable/( Adverse) 
Method ‘A’ Method ‘B’ 
£ £ 
1,040 1,040 
(29) 189 
869 651 
£1,880 £1,880 
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It will be seen in the foregoing example that the actual 
sales volume measured in barrels was higher than forecast; 
but method ‘A’ gives an adverse volume variance. So if 
barrelage is the normal measure of sales volume method ‘B’ 
will be more useful. 


Analysing the variances 


In reporting variances to management further detail of 
the make-up may be needed and consideration of how this 
is produced throws light on the principles underlying the 
formulae used above. 

As far as the sales price variance is concerned, this is 
initially calculated product by product; therefore detailed 
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Sub-dividing the variances 
The sales range normally falls into product groups, and in 
brewing there are natural divisions, of which the one 
between draught and bottled beer is the most obvious. 
Sales management is naturally interested in quantifying 
the effect of sales mix movements, not so much between 
individual beers overall, but rather between beer groups 
and between individual beers within beer groups. 
Obviously the formulae in example 1 can be applied to 
product group totals as well as to grand totals, but it must 
be clear that, in principle, what is a product group mix 
variance when considering sales as a whole becomes a 
volume variance when the product group is considered 





















































Method ‘A’ 
(x) (2) (3) (4) (5) (6) (7) 
Difference 
Actual Actual total Forecast from Make-up 
sales sales in contribution forecast of mix 
at standard ` forecast Difference as percentage average variance 
Forecast sales price proportion (2)-(3) of sales (4) x (6)+I00 
£ £ £ £ % % £ 
Own bitter 24,000 31,200 23,896 "7,304 20:00 5°72 418 
Imported lager 22,200 14,800 22,104 (7,304) 8-11 (6-17) 451 
£46,200 £46,000 £46,000 — 14:28 — 869 
Method ‘B’ 
Di (2) (3) (4) (5) (6) (7) 
Actual total Difference Make-up 
sales in Forecast from of mix 
forecast Difference contribution forecast variance 
Forecast sales Actual sales proportion (2)-(3) per barrel average (4) x (6) 
Barrels Barrels Barrels Barrels £ £ £ 
Own bitter 800 1,040 823 217° 6-00 1-29 280 
Imported lager 600 400 617 (217) 3°00 (1°71) 371 
1,440 1,440 1,440 = £471 £651 














figures by product or product group must be readily 
available, both in theory and in practice. 

As far as the volume variance is concerned, this figure is 
simply a projection of average forecast contribution on to 
actual total sales volume and no analysis is possible. It is, 
of course, possible to calculate separate volume variances 
for each group of products but the sum of these would not 
normally add up to the total volume variance — on this 
subject more later. 

The sales mix variance is a measure of the variance in 
contribution arising from the different distribution of sales 
from that forecast. Naturally, the method of making the 
calculation differs depending on the measure of volume 
used, but in either case the principle is the same. Each 
item contributes to the mix variance by the amount: 

(a) that its sales are above or below the forecast share of 

total sales; and 

(b) that its profitability is above or below the forecast 

average. 

Its total contribution to the mix variance is the product 
of these two factors, as illustrated above. 











in isolation. The mix variance calculated for an individual 
product group measures the change in mix of the products 
within that group only, not of the groups between each 
other. 

When one finally gets down to calculating variances for 
individual products in isolation there is no mix variance 
but only a price and a volume variance. 

In short the variances can be calculated for product 
groups as well as for total sales, and: 

(a) The sum of the volume variance for individual 
product groups is not equal to the total volume 
variance. 

(b) The sum of the mix variances for individual product 
groups is ot equal to the overall mix variance. 

(c) The sum of the sales price variance is equal to the- 
sum of the sales price variance for each individual 
product and group of products. 

In Example 2 on the next page workings are not shown; 
readers are invited to provide their own. Barrels are used 
as a measure of volume throughout. Draught figures are 
as in Example 1, and all figures are still imaginary. 
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Example 2 Selling Standard cost Standard 
f Barrels price Sales per barrel cost Contribution 
Forecast: £ £ £ £ 
Total draught 1,400 46,200 39,600 6,600 
Pale ale 300 35 10,500 30 9,000 1,500 
Stout 200 40 8,000 32 6,400 1,600 
Total bottled 500 £18,500 £15,400 £3,100 
Total all beers 1,900 £64,700 £55,00 £9,700 
Actual: 
Total draught 1,440 47,040 38,560 8,480 
Pale ale 320 36 11,520 30 9,600 1,920 
Stout 240 40 9,600 32 7,680 1,920 
'Total bottled 560 £21,120 £17,280 £3,840 
Total all beers 2,000 £68,160 £55,840 £12,320 
Sales price Sales volume Sales mix 
Statement of sales variances variance variance variance Total 
By beer group: £ £ £ £ 
Draught 1,040 189 651 1,880 
Bottled 320 372 48 740 
Overall 1,360 “510 ES £2,620 
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Reforming the Annual Report 


by IAN HAY DAVISON, B.Sc.(Econ.), F.C.A., Arthur Andersen & Co 


The company annual report as distinct from the annual accounts has emerged 
as a term to describe various items of information that the directors are either 
called upon by statute, or feel called upon by the interests of the company, to 
convey to their shareholders. With recent Companies Acts the inclusion of 
non-financial information has grown extensively, and the Government’s new 
White Paper Company Law Reform promises more disclosure of a social rather 
than a financial nature. This trend has led to the development of the directors’ 


HE principal purpose of the annual report is to give the 

shareholder information about the financial fortunes of his 
company; especially as to its income and current financial 
position. Our principal job as accountants is to present and 
audit this information. I shall, therefore, spend the greater part 
of my paper on the financial aspects, the accounting aspects, 
of the annual report with, at the end, just a brief glimpse into 
the inchoate waters of social accounting which are beginning to 
approach us. 

By regarding the balance sheet as a repository for unexpensed 
balances rather than as a schedule of assets and liabilities, we 
have lost sight of the real purpose of annual accounts. It is time 
we re-examined their objectives. I propose to do this by 
examining the theory of annual accounts and making some 
suggestions for improvement. I shall then look at current 
practice as far as concerns annual reports and suggest some 
changes. 


Improving the theory 


Accountancy is based upon a theoretical structure; that is a 
fact which, however unpalatable to the average practical 
member of the profession, cannot be denied. Before we attempt 
The substance of a paper presented at this year’s Cambridge Summer 


Conference of The Institute of Chartered Accountants in England and 
Wales. 


report as an important part of the annual report. 


to tinker with the practice let us examine the more fundamental 
question: is anything wrong with the theory? 

A number of the more theoretical aspects of our professional 
art are discussed in SSAP 2 ‘Disclosure of Accounting Bases’. 
Let us look at some of the rules included therein, and see if they 
are really what we are looking for. 


1. Cost as an objective. From 1815 to 1914, the retail price 
level in Britain declined. During the years when accountancy 
was in its infancy, inflation was a foreign and thoroughly 
disreputable phenomenon to Englishmen, and accordingly 
cost was tantamount to market value in most cases. In those 
days accounts were about value, and cost was a reasonably 
accurate measure of value. 

But, as price levels began to move and technological change 
to accelerate, historical cost and current market value parted 
company. Accounting then had two ways to go: it chose the 
easier and stayed with cost, ceasing to pretend that the balance 
sheet was a statement of values. Only today are we beginning 
to come to terms with the problem by accounting for inflation 
and even here we are only dealing with part of the problem 
because the proposals in the exposure draft provide only for 
revaluing historic costs and not reflecting current worth. 
Meanwhile, nine laymen out of ten think that a balance sheet 
‘shows what the business is worth’. Accountants smile a secret 
inward smile, knowing that it is nothing more than a list of 
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unexpired costs. Cost has become an objective in itself rather 
than what it should be — a useful measure of value. 


2. The accrual concept. The accounting process then has 
become a matter of matching costs and revenues. Costs are 
carried forward and written off as the revenues for which they 
were incurred are generated. As a direct result, the balance 
sheet is littered with unexpensed costs: advertising, research, 
start-up expenses, goodwill — dreams of riches to come which 
have no intrinsic value of themselves. In reality, expenditures 
of this sort only create the potential for future additional earn- 
ings. If those earnings materialize, then it will be time enough 
to recognize them; future earnings belong in tomorrow’s 
profit and loss account, not in today’s balance sheet. 

3. Conservatism. By ‘conservatism’ I mean the rule that one 
must anticipate losses, but not profits; write down assets, but 
never write them up; recognize future liabilities in full, but 
not unrealized gains. This policy, admirable perhaps when the 
principal audience for whom the accounts were prepared were 
the company’s creditors, is in direct conflict with what I con- 
sider to be a more important rule: that accounting must be 
independent, fair and free from bias. 

Conservatism and fairness are mutually inconsistent, since 
conservatism favours some users of accounts to the detriment of 
jothers. Conservatism is biased; it protects the purchaser and the 
creditor but it harms the seller and the borrower. Among 

hareholders it favours tomorrow’s widows and orphans at the 
expense of today’s, and who are we to say which cause is the 
more deserving? 


4. Accuracy and objectivity. Accountants have an inborn 
tendency towards accuracy and certainty; they look with favour 
upon assets that can be precisely described in terms of pounds 
and pence and with a jaundiced eye at any assets whose measure 
is more approximate, As a result we tend to prefer that which 
can be proved, although irrelevant, against that which can only 
be approximated, although more useful. It must be admitted 
that we have come a long way since the days of petty cash stated 
in {sd and ‘stocks at directors’ valuation’, but we are still too 
unwilling to emphasize relevance before accuracy. 


5. The going-concern basis. Another pillar of our theory is the 
going-concern basis: the assumption that the business will 
continue and the assets be realized in the same way in the future 
as in the past. Originally this was a useful assumption, avoiding 
the recognition of distressed values under normal conditions; 
then it became a conservative factor as rising property values 
pushed break-up values ahead of going-concern values; but 
lately, as business has known more turbulent times, it has 
become downright misleading. The going-concern concept 
has been used as a defence against writing down assets where 
significant declines have occurred. 


New approaches 


As will be seen, I have major reservations about some of our 
fundamental rules. But I would not want it thought that I am 
in favour of overthrowing all of our past; that because I favour 
current value I am, therefore, opposed to cost; that I reject the 
accrual concept and favour the cash basis; that in rejecting 
conservatism I advocate jam today rather than jam tomorrow; 
that I prefer the inspired guess to the painstaking calculation; 
or that I see a balance sheet only as a bunch of assets waiting to 
be stripped. But I do think we must reassess our dependence 
upon some of these rules, and treat them as if they were the 
‘Old Testament rather than the New: ‘wise words’ rather than 
fundamentals of our faith. 

Accountancy is a language in which the managers of a business 
address their shareholders, creditors, employers, the financial 
Jpréss-and the world at large; the measure of an effective language 
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is the degree to which it can be understood by its listeners. I 
believe the most useful approach we can make today in im- 
proving the comprehensibility of our professional language is 
towards the use of current values. In doing so we are returning 
to the language of 50 and more years ago. 

A balance sheet which shows information about the current 
value of the economic resources of a business gives the investor 
the most meaningful comparison with the market value of his 
shares, and the creditor the most helpful measure of the 
security of his claims. It is difficult to see, for example, how any 
debt/asset or debt/equity ratio can be significant, or other than 
misleading, unless the amounts assigned to economic resources 
provide some reasonable measure of value. 


Determination of current value 


Current value is an inherently unbiased concept; it is not 
designed to favour one sector as against another. Current values, 
provided they are objectively determined and capable of and 
subject to audit, offer no threat to the concept of fairness in 
accounts. Under the current value approach the purpose of 
financial statements is to communicate information about the 
nature and value of the economic resources of a business, the 
interests of creditors and shareholders in those economic 
resources, and the changes in the nature and value of those 
resources from period to period. 

- An economic resource is defined in this context as an element 
of wealth possessing three basic characteristics: utility, scarcity, 
and exchangeability. Utility and scarcity need no definition for 
the economist; the item is useful and, because there isn’t 
enough of it to go around, it commands a price. But exchange- 
ability has a special meaning: that the. economic resource can be 
separated from the business as a whole and has value in and of 
itself. Its value is not solely dependent on the particular business 
enterprise to which it is attached. 

Under the current value approach, profit for the period is the 
change in owners’ equity between balance sheets at the begin- 
ning and the end of the period, after providing for the main- 
tenance of capital to reflect inflation, and allowing for capital 
paid in and dividends distributed. In other words, profit is 
ultimately based on changes in the value of economic resources 
in the balance sheet. ‘ 

The value of an economic resource is the price it commands in 
exchange. During the 19th century this was often measured very 
accurately by its cost, and cost still provides one of the best 
measures of value; but market price, replacement cost, realizable 
value and opportunity cost are all relevant in different circum- 
stances. 


Cost is the most general measure of value, and is effective 
if it was recently incurred, the rate of inflation is small and 
transactions have been concluded at arm’s length. It is gener- 
ally relevant for stocks, providing the holding period is short. 


Realizable value is appropriate where stock has been manu- 
factured to specific order, i.e., pre-sold, or where plant and 
equipment has suffered a decline in'value due to market or 
technological changes. 


Market price is most useful where a regular free exchange 
exists, as for example in stocks and shares or commodities. 


Replacement cost, less depreciation, provides a ceiling on the 
value of plant and equipment which cannot normally enjoy a 
value in excess of replacement cost. It is also a good guide to 
current value when inflation has substantially eroded the 
relevance of the historic cost of plant, and technology has not 
changed the nature of the plant. 


Opportunity cost is the most abstruse, and therefore perhaps 
the least practical, measure of value. It can be defined as what 
the economic resource could earn in the best alternative 
use; the revenue that is forgone by putting the resource to its 
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current purpose. For example, the Hays Wharf site by the 
Pool of London is worth considerably more than its value as 
warehouses or as partially demolished buildings. Its current 
value must reflect the purpose to which it will be put when 
developed. But for the opportunity cost approach to be 
appropriate, a ‘best alternative use’ must have been selected. 
In summary, the value approach does not reject the use of 
historic cost as a measure of value, but recognizes that it is only 
one among a number of such measures and is not an end in itself. 


Valuing liabilities 


Liabilities should be stated at current value at the time they are 
incurred. If a debenture is issued at a discount — in other words, 
if’ the coupon rate is below the market rate — the obligation 
should be increased to face value over its life by an additional 
charge to profit and loss. But this has nothing to do with the 
market's external valuation of the debenture, nor should it. 

The figure at which an obligation is stated in the balance sheet 
should be the current value of the obligation at the time it is 
incurred, and not the market’s evaluation of the obligation. T'o 
quote an example: if the market takes a poor view of the 
Bolivian economy and discounts Bolivian railway bonds, the 
Bolivian Railway Company is not then at liberty to reduce 
the size of its obligations to their market value, and show a 
credit to profit and loss account. 

Similarly, the figure at which equity is stated should reflect 
the original issue price plus accretions in value generated within 
the business. The market’s assessment of the shares should not 
be reflected_in the. any’s balance sheet, because to do so 
would be to account for the Famme today = and at vale 

laced upon the future by the perhaps unreliable prophets o 
he Stock Exchange. 





Effect of the current value approach 


What difference would acceptance of the current value ap- 
proach make to accounting? There will be many effects but I 
would like to refer to three. 


I. The establishment of accounting standards. At present we 
lack an integrated theoretical framework for the establishment 
of accounting standards. We refer to certain basic principles 
rather like quotations from the Bible; they can be selected to 
support almost any position on any given question. 

The establishment of an accounting standard is a matter of 
making a choice between alternative treatments of a given 
situation. The accounting alternative approximating most 
closely to current value should be chosen, subject of course to 
reasonable levels of feasibility and verification. We should ask 
the questions: 


Is it an economic resource, having utility, scarcity and 
exchangeability? 


Is the proposed method of valuation the most relevant to 
current value? 


Is it sufficiently objective to be recognized? 


It is to be hoped that we should then all be developing solu- 
tions co-ordinated under a common plan. 


2. Accounting for deferred costs. Deferred costs lack the 
quality of exchangeability. We cannot sell goodwill or deferred 
advertising expenditure without selling at least part of the 
business; they cannot be separated. It follows that deferred 
costs, or intangibles as they are more often called, will dis- 
appear from the balance sheet and be expensed as incurred. It 
will then be necessary to separate the expense of deferred costs 
in the profit and loss account, and probably to produce a 
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supplementary statement of intangibles showing how much 
has been invested in research, goodwill and similar items over a 
period of time. 

3. Mergers and acquisitions. Accounting for mergers and 
acquisitions would be drastically changed by the adoption of a 
current value objective. Since balance sheets would reflect 
current values and not future values, the huge discrepancies 
between book value and purchase value frequently highlighted 
in take-over situations would narrow. By observing the precept 
that assets be limited to economic resources, the element of 
purchase price not identified with specific economic resources 
(true goodwill) would not appear in the balance sheet; it would 
be written off to shareholders’ equity at the time of purchase. 

In summary, the balance sheet would become a statement of 
hard assets and genuine liabilities. The measurement of the 
balance sheet values would determine earnings; rather than the 
reverse situation which obtains today, where the balance sheet 
carries the costs that are left over after the matching process of 
determining income has been applied. The most urgent need in 
accountancy today is to achieve a definition of the objectives of 
accounting statements. The current value approach provides 
such an objective. But there are some other things that can be 
done to improve annual reports without reassessing our funda- 
mental theories. : 


The accounting standards programme 
Almost four years have passed since the ‘Statement of Intent 
on Accounting Standards in the 1970s’. This programme was 
designed as the Institute’s contribution to improving annual 
reports, because it is through the annual reports of public 
companies that the standards find application. 

The ASSC has been prolific in intentions and energetic in 
producing exposure drafts, but there are still only three stan- 
dards — none of which is likely to alter the whole course of 
public reporting. The proposals on inflation are far-reaching 
and valuable; they show courage; but is the business com- 
munity and the Government yet ready to respond? More 
practical — and, if I dare say it, more urgent — standards on 
mergers, on definition of income and on taxation have been 
exposed but not yet adopted. Unless firm action is taken soon, 
and this may need even more involvement by senior members 
of the profession, the programme is likely to lose credibility, 
and to disappoint those of us who were originally so excited 
about its promise. 

Accounting will always be a largely pragmatic science; there 
are no right or wrong answers and, therefore, standards that 
are nearly right and lead to better accounting are better than a 
lowest common denominator with which no one will disagree 
but for which few will fight. As to enforcement, the Institute’s 
position is clearly stated in the Members’ Handbook; but 
standards have been infringed, and we don’t yet know if the 
Council is prepared to act against those who ignore them. 

The lack of a definition of income has been, in my view, the! 
biggest gap in current reporting practices. Profit or loss con- 
tinues to be what management wants it to be. We have seen two! 
exposure drafts (EDs and ED7) but we still await a solution. I 
will not attempt further definitions of ‘exceptional’, ‘extra- 
ordinary’ and ‘prior period adjustment’, because I think we 
have got beyond the search for truth to the stage where an 
agreed solution is better than none. 

After all, we can always change the standard if we think of a 
better definition. The rules do not have to survive for ever, but 
without rules we can’t play the game at all. 2 

In recent years, an increasing number of companies have been 
including a statement of source and application of funds in 
their annual report. However, some do and some don’t; there 
has been a wide variety of practice in preparing the statements 
and auditors have not, on the whole, amplified their reports to 
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cover such statements. The ASSC has the subject under review. 
Much of the information needed to prepare the statement is 
already disclosed by way of note or in the balance sheet and 
rofit and loss account. However, the question of how the 
company has been financed during the period is of such funda- 
mental importance to the reader that a separate statement 
should be included in every annual report, The auditors 
should be required to extend their examination to it and to 
report whether, in their opinion, it giyes a true-and fair view of 
the source and application of the company’s funds during the 
period: eee 


Price-level accounting 
I implied earlier that I was doubtful about the success of the 


proposals on price-level accounting. I should perhaps make ` 


clear that this is not because I do not wholeheartedly support the 
Institute’s proposals, but because I fear that we may yet be 
defeated by the Government and other forces who may not be 
motivated by the pure search for truth that leads us forward. 

‘Two years ago, the Cambridge Conference devoted its entire 
agenda to the subject of price-level accounting [The Accountant, 
September 16th, 1971]. It would be superfluous to reopen this 
complicated subject now, but there is only one aspect of the 
proposal on which I would like to comment: that the auditor 
should report on the supplementary statement. We know from 
our own experience that the work involved in extending our 
audit programme to cover the supplementary statement is 
minimal, and unusual or innovative auditing procedures are not 
required. But the credibility which an auditors’ report adds to 
the supplementary statement is immense, and will contribute 
significantly to the acceptance of the proposals. 


Directors’ report 


So far I have confined myself to accounting matters because 
the annual accounts are, and always will be, at the heart of the 


annual report. But the growth and importance_of the directors’ i 


report, especially since the Companies Act 1967 brings-me_to 
“comment of ‘developments here 77 

‘Tris quite Sb vious that, es the penis go by, companies will be 
forced to disclose important information about their activities 
through the directors’ report. Some of this is quantitative and 
easily verified : the level of exports, the number of employees, the 
amounts of charitable contributions. Other items, such as 
profitability by type of business, and the forecast of next year’s 
Income which is now so often included in the chairman’s 
statement, are much less easy to measure. 

All these matters are accepted by the average reader as having 
as much weight as the accounts themselves; yet they are cur- 
rently excluded from the auditors’ report.} My own firm’s 
practice is to apply audit procedures to the directors’ report, 
even though our report does not apply to it, on the basis that the 
entire annual report is coloured by our audit report in the eyes 
of the layman. 

Rather than formally extending the scope of the auditor’s 
review to the directors’ report, I believe that auditors should 
press for as much of the supplementary information as is 
capable of audit to be included either on the face of the ac- 
counts or in the notes thereto.(Then the reader will know that 

\ the accounts carry the facts, and the directors’ report the 
' opinions. | 


Social accounting 


The need for attending to this matter is made even more 
urgent by the increase, promised in the latest White Paper and 
already experienced in some cases, in social matters which are 
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to be covered in the annual report. The White Paper, referring 
oar RASA 7 D ` D 
to the power which the Government will be seeking to require 
further disclosure in directors’ reports, says: ‘For public and large 
private companies, these powers will be used by the Government 
to give shareholders and the public the chance to judge com- 
panies’ behaviour by social as well as financial criteria.’ 

A number of English companies are already providing some 
social information. A recent survey in this country showed that 
15 per cent of the large quotéd companies reviewed are now 


jgiving some information of this sort. 


The basic purpose of annual accounts is to convey financial 
information to the shareholders. Social accounting attempts to 
provide information to other groups of interested parties who 
may be involved in the company’s fortunes. Employees will be 
interested in the number of jobs provided and to be provided, 
the range of wages and salaries paid, the levels of job satisfaction 
achieved, the size of the training programme and the scale of 
health and pension benefits. The local town hall will be in- 
terested in rates paid, employment, ‘pollution, and the willing- 
ness of the company to involve itself in and to support local 
activities. Whitehall will be interested in the level of the 
investment programme proposed, taxes paid, economy in the 
use of scarce resources and — for the present, at any rate — 
adherence to prices and incomes legislation. e 

It will be seen that every company has a myriad of interested 


accountant will be involved in presenting the data, and whether 
the auditor will be called upon to report on it. 

The Companies Acts should provide for this information 
to appear either in the ; accounts, Where it Can be audited; or in 
tHe directors” report. We cannot, as auditors, allow ourselves to 
go into the business of quantifying people’s attitudes and 
grievances, and this is what we would have to do if the scope 
of our work were extended to the directors’ report. At the same 
time, much of the information is capable of independent 
verification, and this the reader expects. Their expectations can 
be easily met if such data is included in the accounts. 


Conclusions 


The principal need, as I see it, is for a restatement of our basic 
objectives moving towards current value accounting. But, there 
are immediate needs in terms of accelerating the promulgation 
of accounting standards, the adoption of a general definition of 
income, the greater use of funds statements and the definition of 
the_auditor’s. responsibility for the _directors’report. Social 
accounting will throw further new burdens upon us. 

Hitherto, most of the burden has fallen upon the practising 
profession and the secretariat of the Institute, who have done 
most of the research. But more effort is going to be needed if we 
are to make real progress and that means more time by highly- 
paid accountants and more money to support programmes of 
research. It is time that members in industry took up more 
of the burden because, although practising members have to do 
the audits, the annual reports contain the directors’ accounts, 
and it is the directors who have the ultimate say as to how they 
are presented. I do not intend in any way to belittle the efforts 
of the Institute staff, but in the last resort it must be the mem- 
bers who make policy, and not the secretariat. 

And if we as members do not respond, there is the distinctly 
unattractive prospect of government interference. I would have 
thought that the statistics which show how few accountants are 
employed in government departments give sufficient indication 
of the lack of accounting competence in Whitehall. Lawyers 
do not make the best accountants and neither do civil servants; 
but if we do not respond to the need to reform the annual 
report, then the power to make the rules may be taken from us 
and given to those less capable than ourselves. 
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Pulling the Dollars Back 


WIR the annual meeting in Atlanta now behind 
him, Mr Samuel A. Derieux, newly-elected President 
of the American Institute, has settled down to grappling 
with the fresh crop of problems created by the fast-changing 
economic environment. One of the most urgent is the 
proposal made in Atlanta by Mr Ray Garrett, Chairman of 
the Securities and Exchange Commission, that the role 
of the profession should be drastically extended. 

Mr Garrett suggested that the auditor should assume 
some responsibility for the text and the summary of annual 
reports, as well as the financial statements. Prospectuses 
and even press releases should come within his purview, 
and interim reports should bear some professional stamp 
of approval. There was more support for Mr Garrett’s 
suggestion that new rules on professional liability should 
be drawn up to protect accountants from ‘unnecessary 
law suits’. He added a number of more general comments 
on the role of foreign investment in American business, 
and on the possibility that the profession could help to 
stimulate this highly necessary flow of funds. 


Devaluation 


On current account, the American balance of payments 
has strengthened greatly since the succession of devalua- 
tions that started just over two years ago. Military spending 
abroad, which rose to the equivalent of some {£2,000 
million annually at the beginning of this decade (including 
nearly £100 million spent in the United Kingdom) is 
expected to decline — so long as involvement in Vietnam 
is not replaced by a new drain in the Middle East. 

On capital account, however, the outlook is far less 
encouraging. The Nairobi meeting of the International 
Monetary Fund made no progress toward mopping up 
the deepening pools of dollars that are accumulating in 
oil-producing countries and in other areas that feed raw 
materials into America’s vast industrial machine. 

The official hope is that a return flow of investment 
dollars will help to achieve the desired balance. But the 
techniques of transatlantic investment and accounting 
remain a mystery to most European money managers; on 
top of which, the New York stock-market no longer offers 
the breadth and strength of trading that it once did. 

In spite of these discouragements, the United States has 
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succeeded in attracting a helpful inflow of direct investment 
from abroad. Last year’s total cumulative investment from 
all sources abroad had risen to the equivalent of nearly 
£6,000 million, of which the United Kingdom had pro- 
vided by far the largest share — approximately one-third 
of the total. 

This inflow is continuing, as witnessed by further 
acquisitions of existing businesses along the lines of the 
recent moves by Slater Walker to buy an American retail 
chain and a land development company. On the other 
hand, the impact of the 1973 stock exchange slump has 
yet to be measured. And last year’s growth in the value of 
foreign investment was almost entirely the result of the 
ploughing back of American earnings, rather than the 
injection of new money from abroad. Several of the hard- 
currency continental countries made sizeable withdrawals 
of capital from their American affiliates. 


Direct investment 


Meanwhile, American direct investment abroad is still 
growing fast, and dwarfs the flow in the westward direction. 
Last year’s cumulative value, in total, rose to nearly 
£40,000 million. 

Here again, the closest business links are with the 
United Kingdom, which has succeeded in attracting almost 
£4,000 million of the total — more than four times as much 
as Japan, and ahead of every other country except Canada. 
The value of American investment in manufacturing in- 
dustries in Britain is greater than in the whole of Latin 
America, while American petroleum investments in Britain 
now exceed those in the whole of the Middle East. 

The huge scale of American direct investment abroad 
(as drawn from statistics recently published by the Federal 
Government in its Survey of Current Business) does not 
necessarily stand in the way of a much increased flow of 
capital into the United States. A few congressional voices. 
are being raised in favour of limiting the degree of foreign 
control of American companies, but the need to draw in 
more funds from abroad is now widely recognized. If this 
philosophy gains ground, mergers, acquisitions, poolings 
of interest and similar matters are likely to give rise to a 
new surge of professional activity on the American side 
of the Atlantic. 
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FMC Controversy 


OST readers of The Accountant 

will probably be well acquainted 
with the furore surrounding two figures 
in the accounts of FMC Ltd - £53,433 
and £37,017, the 1972—73 and 1971—72 
emoluments respectively of Sir John 
Stratton, C.B.E., the company’s chairman 
and chief executive. FMC’s pre-tax 
profits for 1972-73 were nearly doubled 
at £3,054,000 and Sir John’s emoluments 
are linked to profit-sharing as are those 
of other executives in the company. 

For the uninitiated, FMC Ltd (the 
initials used to stand for Fatstock Market- 
ing Corporation) is a holding company 
with two main subsidiary groups headed 
by FMC (Meat), the biggest UK 
wholesale meat distributor, and Marsh 
& Baxter, a leading company in bacon, 
hams, sausages and such like. There 
are by-products in fellmongering, hides, 
tallows and wool broking. There are 
poultry interests and necessarily a major 
transport undertaking. 

FMC developed out of the Fatstock 
Marketing Corporation formed by the 
National Farmers Union and became a 
public company in 1962 when the 
Marsh & Baxter interests were acquired. 
Since then there have been some bad 
times, including losses, but since 1968-69 
profits have come up from £836,000 to 
over the £3 million mark. But even at 
that level profits are a mere 1'5 per cent 
on turnover of £239 million. 


Soaring prices 


Were FMC to make profits that might 
be considered acceptable in normal in- 
dustrial operating terms, the emoluments 
of the chairman and chief executive 
would presumably arouse even more 
controversy. Or would they? 

Controversy has presently arisen 
because of the prevailing atmosphere of 
soaring meat prices and restricted wages 
and salaries. It is natural that there 
should be criticism of a rise of £16,000 in 
a chief executive’s pay at a time when 
Government restrictions prevent even 
agreed pay rises from being put into 
effect. 

More than that, Sir John in his state- 
ment with the accounts dwelt at con- 
siderable length and with even more 
emphasis on the subject of meat prices, 
maintaining that ‘though prices may 
remain relatively stable for a while, 


the underlying trend in the longer term 
must be upwards, and the solution must 
lie in the ultimate acceptance by the 
housewife that more realistic prices for 
meat have come to stay’. There are, 
however, not all that many housewives 
who can rely on their husbands getting 
a rise of £315 a week. 

All the same, there must be agreement 
with Sir John’s statement that ‘we have 
entered a period in which the true cost 
of producing, and of distributing, food 
must be reflected in the price to the 
consumer’. This is one of the many 
prices charged for Common Market 
entry. 

Artificiality 

The change has come ‘after many years 
of artificially low prices’, and it is the 
artificiality of the food price structure 
that has brought the FMC controversy 
to a head. The artificiality in the UK food 
price and particularly meat price struc- 
ture kept FMC’s profits low and kept 
Sir John’s emoluments down. There 
were years when his ‘pay’ was cut. 

But, equally, there is artificiality in 
maintaining the same link between pay 
and profits when the element of profits 
entirely changes. Not that FMC’s 
change from artificiality to realism is am 
isolated case. FMC’s former state was 
as artificial as historical cost accounting, 
and the change from that to the realism 
of some form of accounting for inflation 
has barely yet been officially recognized 
let alone accepted. FMC’s change was 
by force of circumstances; the accounting 
change has presumably to be made by 
design. 

Repercussions of the FMC con- 
troversy during the period between the 
issue of the accounts and the AGM in- 
cluded representations to the Govern- 
ment, stoppage of work in part of the 
group and a written suggestion to Sir 
John by the National Farmers Union 
Development Trust, which holds 37-5 
per cent of the FMC equity, that he 
should forego the additional payment, 
the vast bulk of which will go in tax in 
any event. 


Circumstances 


Circumstances alter cases. Had Sir John 
been chairman and chief executive of 
a company less dramatically in the public 
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spotlight, the pay rise would not have 
aroused the same ire. But if circumstances 


alter cases they also make them and Sir - 


John’s case could well bring another 
spotlight to bear on the whole question 
of profit-related contracts for executives. 

The shape of company law and regula- 
tion turns much upon what men do. 
The City Take-over Panel and its rules 
resulted from the excesses of the take-over 
rampage of the 1960s. Company law 
itself develops more through self regula- 
tion of business than through political 
action, but there are decisive points at 
which events shape the future and the 
case of Sir John Stratton and FMC 
could well shape the future of profit- 
related contracts. 

Not that any changes will affect Sir 
John, who in his statement with the 
FMC accounts announced his intention 
to retire entirely from the company as 
chairman, chief executive and director 
at the end of the current financial year 
next April. He will become President 
but will also ‘serve the board thereafter 
as consultant’. It is unlikely that Sir 
John’s successor will be both chairman 
and chief executive. The roles will 
probably be separated. 

Last Friday, Sir John announced that 
he would not keep the £16,000 bonus — 
most of it would go in taxes, and charity 
would have the rest. 


Leisure & General Holdings 


HORNTON BAKER & CO, auditors 
to Leisure & General Holdings, 
state in their report that the company’s 
accounts incorporate figures drawn from 
the accounts of certain subsidiary com- 
panies which were examined by other 
auditors whose reports were made avail- 
able to Thornton Baker. The figures 
involved represent 34 per cent of the 
consolidated net income and 14:5 per 
cent of the consolidated total assets. 
The Leisure & General accounting 
date was changed in 1971 and because 
of that change and a number of acquisi- 
tions since then, and the incidence of 
their timing, the accounts as at April 
30th, 1973, provide the first opportunity 
shareholders will have had of seeing a 
fully consolidated set of accounts. 
Turnover, which was {2-71 million 
in the 19 months to April 30th, 1971, 
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rose to {7-79 million the following year 
and was £1401 million in the year under 
review. Pre-tax profits in the same three 
periods were £107,967, £326,993 and 
£537,466. Net tangible assets — £315,202 
in 1971 — are now £1,618,034. 

Of the past year’s profits, 71 per cent 
came from hotels and catering, 22 per 
cent from bookmaking and 7 per cent 
from radio retailing. During the current 
year, five new motor inns have been 
opened and building of two more is 
expected to begin early in 1974. 


Glaxo’s Overseas 
Subsidiaries 


N notes on the basis of the con- 

solidated accounts in the Glaxo Hold- 
ings’ report it is stated: ‘The directors 
consider that it would be misleading to 
include in the general consolidation the 
figures of the subsidiaries operating in 
South America and Pakistan and have, 
therefore, included the group’s share 
of those companies’ profits for the year 
and of their net assets, as shown by their 
audited accounts, under the headings 
“Share of profits of non-consolidated 
subsidiaries and associated companies” 
and ‘‘Non-consolidated subsidiaries and 
associated companies” in the consolidated 
profit and loss account and consolidated 
balance sheet respectively.’ 

The profit and loss account figure is 
£185,coo out of a total pre-tax profit 
of £33°51 million and the balance sheet 
figure £6-01 million out of capital em- 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT 


F.M.C. LIMITED AND SUBSIDIARY COMPANIES 


for the fifty-two weeks ended 28th April 1973 


SALES TO THIRD PARTIES 
Add: Sales within the group 


TOTAL TURNOVER 


GROUP TRADING PROFIT (Note 2) 
before charging the following items 
Depreciation (Note 1) 
Hire of vehicles, ptant and machinery 
Interest on bank overdrafts and short term loans 
Meat and Livestock Commission levies (net) 


GROUP PROFIT BEFORE TAXATION 
TAXATION (Note 6) 


Fifty-two weeks ended 
28th April 1973 
£ E 
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Fifty-two weeks ended 
28th April 1972 
E £ 


723,107 
666,029 
593,422 
162,258 


201,303,000 
37,492,000 


238,795,000 


5,198,943 


2,144,816 


3,054,127 
1,220,563 





PROFIT AFTER TAXATION 
Less: Profit (Loss) attributable to outside 
interests in subsidiary companies 


PROFIT ATTRIBUTABLE TO F.M.C. LIMITED 
Less: Preference dividends (Note 3) 


EARNINGS FOR ORDINARY SHARES 
Less: Ordinary dividend (Note 3) 


BALANCES brought forward from previous period 
By the subsidiary companies 
By F.M.C. Limited 


Less: Additional provision for deferred 
taxation in subsidiary companies (Note 6) 


BALANCES carried forward to the next period 
By the subsidiary companies 
By F.M.C. Limited 


Earnings per Ordinary share of 25p (Note 4) 


The notes on page [620] form part of these accounts 


FIXED ASSETS 


676,584 
1,172,936 


1,849,520 
113,000 


1,013,547 
2,110,165 


1,833,564 
33,985 


1,799,579 
191,887 


714,562 
532,915 
393,484 
182,964 


168,097,000 
35,761,000 


203,798,000 


3,424,008 


1,823,925 


1,600,083 
523,152 


1,076,931 
(6,990) 


1,083,921 
225,750 





1,607,692 
220,500 


1,387,192 


1,736,520 


£3,123,712 
16.08p 


375,069 
916,280 


1,291,349 


676,584 
1,172,936 


F.M.C. LIMITED AND SUBSIDIARY COMPANIES as at 28th April 1973 


Cost or 
Valuation 
29th April 

1972 


Additions 





FREEHOLD LAND AND BUILDINGS 
at cost 
at valuation 


LEASEHOLD PROPERTIES (long lease) 
at cost 
at valuation 


LEASEHOLD PROPERTIES (short lease) 
at cost 
at valuation 


LAND AND BUILDINGS—TOTAL 


PLANT, EQUIPMENT, FURNITURE AND FITTINGS 
at cost 


MOTOR VEHICLES 
at cost 


£ 
3,061,790 
4,667,036 


976,747 
120,938 


457,743 
13,900 


9,298,154 


7,574,490 


984,483 


Movements 1972/73 


Disposals 


at Cost at Cost 


£ 
229,482 
150,792 


£ 
270,965 


2,900 
7,850 


15,308 
338,628 406,332 
768,493 467,171 


126,312 284,962 





£17,857,127 


£1,233,439 | £1,158,465 


Cost or 


858,171 
300,000 


558,171 


1,291,349 


£1,849,520 





Net Book Value 


Valuation 
28th April 
1973 


£ 
3,103,273 
4,516,244 


1,020,397 
113,088 


463,548 
13,900 


9,230,450 


7,875,818 


825,833 


£17,932,101 


1,423,460 





£6,865,393 


Depreciation 


28th April 


1973 


29th April 
1972 





E 
554,340 
580,520 


125,695 
12,436 


141,900 
8,569 


4,964,858 





477,075 


Notes: (a) Land and buildings shown at valuation were professionally valued at 28th April 1962 
(b) Long lease properties have 50 years or more to run 
(c) The net book value of the disposals amounted to £435,904 


£ 
2,548,933 
3,935,724 


894,702 
100,652 


321,848 
5,331 


7,806,990 


2,910,960 


348,758 


£11,066,708 


£ 
2,501,099 
4,114,444 


875,270 
108,561 


329,517 
5,396 
7,934,887 
2,720,531 


363,072 


£11,018,490 





THE 
618 i ACCOUNTANT November 8th, 1973 


ployed of almost £145 million. The £6 
million comprises fixed assets of £3:27 
million and net current assets of {2°74 
million — the Argentine subsidiary having 
revalued its assets and shown a surplus 
of £925,000. 

All the information is there on the 
non-consolidated subsidiaries. There are 
subsidiaries in Argentina, Brazil, Uruguay 
and Venezuela, and there is one sub- 
sidiary in Pakistan. Missing, however. 
is just one point — the reason why the 
directors consider general consolidation 
would be misleading. 


7,934,887 
2,720,531 
11,018,490 
12,174,005 
6,156,881 
9,835,188 
1,277,724 
17,886,853 


£30,060,858 


7,806,990 
2,910,960 
348,758 
11,066,708 
1,022,117 
12,255,722 
23,018,916 
£35,274,638 


1,423,460 
4,964,858 
477,075 
6,865,393 
8,698,351 
12,195,719 
1,566,347 


Depreciation 


At cost 
valuation 


Computer Costs 


ESPITE a £570,000 rise in turnover 

to £z6 million, profits of British 
Debt Services fell to £318,413 in the 
year to June 30th last, from the previous 
year’s record level of £461,815. 

The main reason was the cost of com- 
puterizing debt records. There will be a 
spill-over of costs into the first half of the 
current year. Complete mechanization 
of the debt collection division and ac- 
counting procedures has been necessary 
to maintain the company’s competitive 
position. 

As a result, new commission rates have 
been introduced which- according to 
Mr John Brentham, the chairman — 
should ‘favourably increase the amount 
of business we can obtain in this field’. 
Debt purchasing policies have been re- 
viewed and, in view of high interest rates 
and lower margins in a highly-competitive 
market, there has been a switch of 
emphasis to debt collection on a commis- 
sion basis, taking advantage of more 
favourable services that the company can 
now offer with the computer. 

The company’s commercial status 
reporting division is now firmly estab- 
lished, the new debt recovery division in 
Scotland is already profitable, and the 
credit reference bureau opened in Cardiff 
has steadily increased its turnover. 
None of the recommendations of the 
White Paper on the reform of law on 
consumer credit seems likely to affect the 
company’s existing policies. 


9,230,450 
7,875,818 
825,833 
17,932,101 


£30,069 (1972—£35,204) 


Unquoted investments (Note 9) 
Debtors, less provisions, and payments in advance 


Quoted investments at cost—mid-market value 
Debts due from H.M. Government 
Logdments with bankers in course of clearance 


Licences, market rights and goodwill at cost 
Balances at bankers and cash in hand 


Plant, equipment, furniture and fittings 


Land and buildings 
Motor vehicles 


Stocks (Note 1) 
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CURRENT ASSETS 


2,150,000 
2,500,000 
3,217,522 
1,849,520 
12,512,498 
3,134,513 
16,800,401 
£30,060,858 


CONSOLIDATED BALANCE SHEET 


£ 
Issued and 
fully paid 
2,150,000 
2,150,000 
2,500,000 
6,800,000 
6,986,690 
13,786,690 
1,474,737 


19,905,071 


£ 
Authorised 


2,150,000 
2,150,000 
3,700,000 
£8,000,000 
3,217,522 
3,123,712 
4,735,821 
5,451,787 
8,798,006 


F.M.C. LIMITED AND SUBSIDIARY COMPANIES as at 28th April 1973 


Robb Caledon Dividend 


i accounts to March 31st, 1973, of 
Robb Caledon, shipbuilders, show 
that an ordinary dividend of 7 per cent 
net (£48,076) 1s to be paid to share- 
holders, although the profit and loss 
account remains in debit to the extent of 
£198,457. From shipbuilding and repair 
work there was a profit of £808,590 for 
the year after taking credit for ship- 
building construction grants of £584,894. 


2,150,000 3.15% (formerly 44% gross) 
Redeemable cumulative preference shares of £1 
each 

2,150,000 4.2% (formerly 6% gross) 
Cumulative preference shares of £1 each 
14,800,000 Ordinary shares of 25p each 


Share premium account 

Profit and Joss account 

£200,000 : 1972—£146,000) 
Taxation 


Capital (Note 5) 
Acceptance credits (1972—secured £571,926) 


Trade liabilities and accrued charges (secured 


Share Capital—F.M.C. Limited (Note 3) 
Cheques issued but not presented 
Proposed ordinary dividend (Note 3) 


OUTSIDE INTERESTS IN SUBSIDIARY COMPANIES 
Bank overdrafts (Note 7} 


DEFERRED TAXATION (Note 6) 
CURRENT LIABILITIES AND PROVISIONS 


CAPITAL AND RESERVES 
The notes on page [620] form part of these accounts 
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under Part III of the Industry Act 1972. 





Sir John Brown, Robb Caledon’s 2 cole e Besve Së 
chairman, comments that while con- z 3 & 8 = BES ee af 
struction grants are proving eflective in S813 8/2 S ERE SS 
restoring the liquidity of shipbuilding 2 eines Cl d Säin g 
companies ‘there remains a debit balance S KÉ SE Za 
on the group profit and loss account of Se S EFFE 38 
£198,457 while we have not been able to € S Zëss Zä 
restore to reserves all the sums withdrawn Š 3 ache S =° 
therefrom to meet losses between 1968 a 3 Q 83532 F 
and 197r. j a E Setge t 

The boardroom view, however, is that 2281/2 = ears 
€ H OL 

as shareholders have been deprived of Sol g ESDS 
any dividend since 1968 it is only reason- 36/8 S 22850 
able that they should now participate in Cat G EEEER 
the improved fortunes of the company’. G REE Se 
Net profits after tax for the past year 7 o Ege 
were £751,946, leaving unappropriated E S egogg 
profits of £703,870 to reduce but not 7 = a vege 
extinguish the debit balance. Profits are g $ S A = 853 28 
likely to be lower this year. e SS P S T BSEES . 

The company will be asking for ‘very To, ES e = ZS o 2258 
substantial financial assistance’ in sub- 8 3 È l oon 5359$ 7 
mitting shipyard development plans to z $ Se 5 g 883585 
the DTI. SS 3 së kā e 2355S 

< 2 e Së ab S Sek 
SE EE AE  Bëäeie 
Kirkstall Forge ot ae he = 382232 £ 
3 + V o 1 o 9 
F Mr F. T. Jennings, a.c.c.a., eae EE 5 sesege y 
Mr R. A. W. Caine, chairman of & $5 Š SERGE E BER cf 
Kirkstall Forge Engineering, says, ‘I am Bee 8 of SZ: S Bessek $6 
certain he will be able to make a real a = SE g" d gicgis Ss 








contribution to the group’s affairs’. Mr 
Jennings, who joined Kirkstall Forge 
last April as group financial director, 
certainly needs the confidence of the rest 
of the board as well as ‘considerable 
experience in the financial and commer- 
cial accounting fields of the engineering 
industry’. 

He took over the financial reins three- 
quarters of the way through a financial 
year which resulted in turnover of 
£1053 million against £7-85 million — but 
a pre-tax loss of £391,690 against a 
previous year loss of £389,346. Stocks 
at the year-end stood at {5-06 million 
(not considered excessive by the board) 
and the group bank borrowings at over 
£3 million were virtually £r million 
up. 

P After tax credits of £117,839 (against 
£144,585) and extraordinary items of 
£93,922 (against £50,007) the final net 
loss was up from £294,768 to £367,753. 
Extraordinary costs were involved in 
closure of the Scottish works and con- 
centrating operations at Kirkstall and 
Burnley. Strikes in the motor industry 
(the company makes axles), inevitably 
rising costs, and soaring interest charges 
on rising bank borrowings all hit 
profits. 

Mr Caine is hopeful that ‘subject to 
unforeseen circumstances the group will 
return to profitability in the current year’. 
Mr Jennings obviously has his work 
cut out. 


BALANCE SHEET 


2,150,000 
2,150,000 
2,500,000 
6,800,000 
3,217,522 
1,172,936 
11,190,458 
543,086 
71,085 
111,844 
300,000 
1,026,015 
£12,216,473 


F.M.C. LIMITED as at 28th April 1973 


Issued and 

fully paid 
2,150,000 
2,150,000 
2,500,000 
6,800,000 
5,327,687 
12,127,687 
3,137,516 
£15,285,203 





2,150,000 
3,700,000 
£8,000,000 
3,217,522 
2,110,165 
2,592,722 
80,961 
116,983 


Authorised 


£52,000) 


1972. 
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Creditors and accrued charges (secured £92,000 


Proposed ordinary dividend (Note 3) 
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2,150,000 3.15% (formerly 44% gross) 
Cheques issued but not presented 


Share premium account 
Profit and loss account 
Bank overdraft (secured) 


Share Capital (Note 3) 
Taxation 


CAPITAL AND RESERVES 
Reserves 


CURRENT LIABILITIES 
The notes on page [620] form part of these accounts 
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NOTES ON THE ACCOUNTS 


F.M.C. LIMITED AND SUBSIDIARY COMPANIES 


1. ACCOUNTING POLICIES 
The following is a statement of the more important accounting policies of the group 


(a)Consolidation 

The consolidated accounts deal with the accounts of the parent company and af its 
subsidiaries, all of which made up accounts to 28th April 1973. The group profit before 
taxation is stated after eliminating any inter-group profit on processed stocks unsold at 
the year end 


(b) Stocks . 
Stocks have been valued consistently at the lower of cost and net realisable value 


(c) Fixed Assets and Depreciation 
Details are given on page [617] 


(i) Grants receivable in respect of fixed assets have been deducted in arriving at the 
cost of those assets. Exceptin the case of land and buildings, the charge for depre- 
ciation is calculated in general on a straight line basis by reference to net cost and 
the expected useful lives of the assets concerned, not exceeding ten years. 
Freehold land and buildings are in general depreciated at 1% per annum of cost or 
valuation. Leasehold properties are amortised over 100 years or over the period of 
the lease if shorter 

(ii) No provision for amortisation is made in respect of intangible assets represented by 
licences, market rights and goodwill, which are shown in the consolidated balance 
sheet at cost and include the excess of the cost of the shares in certain subsidiaries 
over the book value of their net tangible assets at dates of acquisition 


(di Taxation 

Tax equalisation is provided at the current rate in force at the balance sheet date 
{assumed 50%) on the excess of the aggregate net book values of plant, equipment, 
furniture, fittings and motor vehicles over their corresponding written down tax values 
less anticipated relief on utilisation of the provision in Note 2 


2. GROUP TRADING PROFIT 


(a) The group profit for the period is after crediting :— 1973 1972 
£ £ 
Profits on sales of properties 94,944 _ 
Income from investments == 
Quoted a 1,744 1,638 
Unquoted Ss 10,494 13,410 
and after charging -—~ 
Amount written off unquoted investment 50,000 a 
Auditors’ remuneration and expenses :— 
The company . 2 BA 500 500 
Subsidiary companies 43,081 41,000 


Provision for additional Pension and Superannuation Fund 
contributions to improve staff benefits 


.. 150,000 — 
Emoluments of directors of the company ‘(including profit 


sharing) : 
Fees 12,505 10,593 
Other emoluments. 169,132 103,136 
(6) Emoluments of directors (excluding pension n contributions) 
were :—~ 
Chairman 53,433 37,017 
Other directors Number of Directors 
Up to— £2,500 7 6 
£2,501-—- £5,000 2 3 
£15,001—£17,500 — 4 
£17,501—£20,000 1 _ 
£20,001--£22,500 _ 1 
£25,001-—-£27,500 1 — 
£32,501—£35,000 1 — 


(c) Employees who received Sinolimentei in excess of £10, 000 
were as follows -— 
Number of Employees 


£10,001—-£1 2,500 bt Be D W i 9 2 
£12,501-—£15,000 Ké gi i D a 1 2 
£15,001—£17,500 sa a D e “3 1 — 
£17,501-—£20,000 a A Ss i we 1 — 
£22,501-~-£25,000 1 — 
3 SHARE CAPITAL AND DIVIDENDS 
(a) Preference dividends 1973 1972 
On 3.15% (formerly 43%) Red. Cum. shares :— £ £ 
Half year to October 1972 : 48,375 48,375 
Half year to April 1973 33,862 48,375 
On 4,2% (formerly 6%) Cum. shares :— 
Half year to October 1972 64,500 64,500 
Half year to Apri! 1973 45,150 64,500 


£191,887 £225,750 


By virtue of the provisions of the Finance Act 1972, dividends payable on the 44% 
Redeemable cumulative preference shares will be calculated at the rate of 3.15% and 
dividends on the 6% Cumulative preference shares will be calculated at the rate of 
4.2% without deduction of income tax. U.K. resident shareholders will be entitled to a 
related tax credit equal to the difference in each case, namely at the rate of 1.35% and 
1.8% respectively for the tax year 1973/74. 


During the fifty-two weeks ended 28th April, 1973, the half year’s dividends to October, 
1972 were paid under deduction of income tax; the half year’s dividends to April 1973 
were paid in accordance with the provisions of the Finance Act 1972 at the rates of 
3.15% and 4.2% respectively. 

The 44% Redeemable cumulative preference shares are redeemable on three months’ 
notice by the company at any time prior to 1st January, 1987, at a premium of Sp per 
share. Any such shares not previously redeemed shall be redeemed at par on 1st 
November, 1987. 


(b) Ordinary dividend 1973 


1972 
£ £ 
220,500 


Proposed 8.82% (12%) 300,000 
The 1972/73 ordinary dividend is a proposed interim payable under the imputation 
system introduced by the Finance Act 1972, the amount of £220,500 being the amount 
payable to shareholders excluding the relevant Advance Corporation Tax. A United 
Kingdom shareholder will be entitled to a related tax credit of 30% imputed to the 
dividend in the tax year 1973/74, which when added to the dividend will give a 
distribution equivalent to 12.6% per share as compared with the 12% paid in respect of 
the previous fifty-two weeks 


4, EARNINGS PER SHARE 

The calculation of earnings per share is based on earnings of £1,607,692 (1972— 
£858,171) and Ordinary shares in issue of 10,000,000 (1972--10,000,000) 

5. CAPITAL RESERVE i 

This comprises excess of net book value of assets of a subsidiary over cost of shares 
on acquisition £425,479 and general! capital reserve of £219,977 


6. TAXATION 


{a) The taxation charge for the current year comprises a provision at the expected 
average rate of 40.8% 


1 ig 1 Ki 
Corporation tax provision on profits (1972—40%).. , 1,014,646 501,016 
Tax equalisation i . 216600 158,000 
Relief for losses incurred by a subsidiary prior to it Becoming 
amemberofthegroup .. Se me (54,000) 
Other adjustments relating to prior Periods ` Se .. (10,683) (81,864) 


£1,220,563 £523,152 


(b) Deferred taxation comprises a provision for Corporation tax payable on 1st January, 
1975 of £982,500 (1972—£360,200) and a provision for tax equalisation of £492,237 
(1972-——-£313,500). (Note 1 (d)). 

The additional provision for deferred taxation in subsidiary companies (£113,000) 
arises from the increase in the rate of Corporation tax to bring the provision to the 
assumed rate of 50% at the Balance Sheet date 


7. BANK OVERDRAFTS 


Bank overdrafts of the company and its wholly owned subsidiaries are stated net with 
individual banks and include secured overdrafts of £4,294,599 (1972—£2,901,572) 


D 


8. CAPITAL COMMITMENTS 


Group commitments for capital expenditure were as follows:— 1973 1972 
£7000 £000 
Contracted for Pi 1,175 112 
In addition expenditure authorised by the directors but not 
contracted for amounted to E 506 83 
9. UNQUOTED INVESTMENTS (at cost less amounts written off) 
These comprise :— 1973 1972 
£ £ 
Investments in equity share capital 58,835 83,077 
Other investments and loan capital 90,755 93,255 


£149,590 £176,332 


Market value as 
estimated by the 


KR Directors 
1973 1972 
£ £ 
Investments in equity share capital 85,000 113,000 
Other investments and loan capital 90,755 93,255 


£175,755 £206,255 
10. SUBSIDIARY COMPANIES 
Details are given on page 19 [Not reproduced.] 


11. CONTINGENT LIABILITIES 


The company has contingent liabilities in respect of guarantees of the liabilities of 
subsidiary companies amounting to £2,665,000 (1972—£3,822,000) 
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Self-employed clients? 
Help them turn their income tax 
into a pension. 


Tell them about Time Assurance Personal Pension 5.5% to the basic pension for each year up to pension 
Bonds: age (interim bonus of 3% plus vesting bonus of 2.5%), 
Tell them about the Total Tax Exemption and also make a greater tax-free cash sum available 

Yes, total tax exemption on every penny saved at retirement. What is more, the interim bonus con- 
for retirement. Because premiums come off the top ` titues to be added after pension age.: 
of earnings, reducing taxable income. Which means The generous pensions available 
that, for basic rate taxpayers, a £100 premium would For example, a man aged 40 next birthday, 


cost £70. And higher rate taxpayers could claim as : l : f £300 
; paying an annual premium o ,can now expect a 
much as £75 tax relief for every £100 they save. starting pension at age 65 of £3,177 p.a.or he can 


Increased vesting bonus take a tax-free cash sum of £7,074 and a pension of 
The pensions provided by Time Assurance £2,358 p.a. for life. 
Society have always been considered to be generous ` Tell them soon 
and now the vesting bonus has been increased again Send the coupon below for complete agency 
from 2% per annum to 2.5% per annum of the basic details anda full set of rates for men and women ` 
pension. This means that we can now add a total of at all ages. 









You'll be doing your self-employed clients a 
favour—and yourself a favour too: our commission 
rates are realistic and take account of the cost of 
your service. 

Ss a LS e pn A NL pn A A SS PS ml 


I TO: TIME ASSURANCE SOCIETY 


ES Moorgate, London, EC2. Tel: 01-628 7546/7. 


l 
I 
Manchester Office: 12a Piccadilly, Manchester 1. I 

I Telephone: 061-624 7299/061-624 9955. I 
| Scottish Office: 6 York Place, Edinburgh 1. i 
I 

l 

l 

d 


Amount of pension (to nearest £) for men retiring at 65 

paying a premium of £100 a year from different ages of 

entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2.50% per annum. 







Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 























Pension at 68 Cash opticn at 


pension age 


Tatal 
Guaranteed | Pension at 
Basic £5 with 
Pension | estimated 
bonus 

















Adjusted 
Total 
at age 65 












Tax-Free 
Cash Sum 






Age next 
birthday 
at entry 


Ar age 70 | Atage 75 













i Telephone: 031-556 3895. 


i Please register me/us as Agent(s} of Time Assurance Society, 
and send a supply of Pension Bond literature. 
LU TA/8/11 {73 
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If you select age 65 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part of your norma! pension for cash, 


TIME ASSURANCE Ba) 
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S'owly, but surely, the familiar scene of the 
City of London is changing. The monster 
tower block in the picture is more than just 
another building. It is the new home of the 
Stock Exchange, as seen from the steps of 
the two hundred year old Mansion House. 








The written word and the illustration are the means of recording the events both great and small 
of our civilization. The Staples Printing Group is privileged to be concerned with the task of 
converting them into the printed page, for books on every conceivable subject, periodicals, 


reports and accounts, catalogues and directories. 


Sta les London 


Rochester 


Printing St Albans 


STAPLES PRINTING GROUP Kettering 
stems or OUD Woking 
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S makers of stand-by generating 

plant cope with unprecedented 
demand and householders endeavour 
to equip themselves with the correct 
balance of electric, oil, town, natural 
and camping gas equipment, the stock- 
market begins to move into the winter 


storm rather than luxuriate 
autumn lull before it. 

But consideration of the immediate 
future goes further than possible 
power cuts and fuel shortages. It 
reaches into the area of doubt about 
the level of industrial profits under 
Phase III in a period which will see 
prices rising too far for comfort in the 
wake of costs. In most industries order 
books are good, but in the same in- 
dustries prospects for profits are 
uncertain and unclear. 

These conditions, coupled with a 
high plateau of interest rates, cannot 
be expected to entice funds into 
equities. The equity market will stay 
as it has been for a number of months 
now — a place of situations and 
speculation. 

The busiest institution this winter 
may be the Take-over Panel as the so- 
called entrepreneurs endeavour to 
make their murky money through 
wheeling, dealing and stripping. The 
Panel needs to sharpen its actions, 
rather than its wits. The Stock Ex- 
change may need to exert its influence 
more sharply in the permission cf 
dealings. 

Abuse of the freedom of the stock- 
market should be promptly checked. 
At present it is allowed to go on 
unhindered. 


in the 


IMAGE 


The Stock Exchange is once again 
becoming conscious of its ‘image’. 
Mr Dundas Hamilton, now in com- 
mand of public relations, has spoken to 
the senior partners of most stock 
exchange firms on the ‘image’ subject. 
Selected stockbrokers and jobbers are 
going on television courses and, Mr 
Hamilton plans, there is to be a Stock 
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Exchange ‘spokesman’ who will speak 
for the Exchange at necessary times. 

Corporate advertising is to be started 
again and there is to be a survey to find 
out what kind of people use The Stock 
Exchange and what people who don’t 
use it think about it. One film having 
been re-made, there is to be a new film 
produced covering the subject of a 
company ‘going public’. With all this 
planned — who knows The Stock 
Exchange may even find the time to 
state its turnover daily in public on 
the dot. 


‘CITY’ 


The unacceptable face cf capitalism 
now having taken on an Asian look, 
a subject cf lunch-table talk in the City 
has turned back to Sir Kenneth Keith's 
criticism of those who label all faults 
‘City’. In the Sime Darby case the City 
limits may seem to have been stretched 
as far as Singapore — which is a fair 
distance. But Sime Darby, in truth, is 
essentially a City company. Far East 
agency and merchanting business plus 
commodity and money market dealing 
on an international scale from a City 
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base are the stuff of City operations. 
Singapore, London EC2, is a City 
address. 
CHARGES 

However much National Westminster's 
decisions on current account banking 
charges may be copied by the other 
‘clearers’, the Natwest certainly took 
a decisive and commanding lead in 
this matter. 

But the publicity relating to bank 
charges is in inverse ratio to the cost of 
the changes in terms of bank profits. 
In all, National Westminster's current 
account charge reductions this year 
are estimated to cost about £10 million 
as against profits which stood at 
£91-2 million at the half-year mark. 

Prcfits are undoubtedly a banking 
embarrassment. The banks would like 
to be able to introduce realistic salary 
increases. Instead, having run through 
the gamut of ‘allowances’ and ‘perks’, 
the banks are now getting down to the 
more mundane business of being more 
liberal in the case of loans to bank 
employees on the basis that salary 
inflation will in due course take care of 
repayments. 


Rates and Prices 


Closing prices, Tuesday, November 6th, 1973 


Bank of England Minimum Lending Rates 


Money Rates 


April13.1973 .. 8 % June22,1973.. 73% Daytoday.. 5 -103% Bank Bills 
April 19,1973 .. 83% July20.1973 .. 9% 7days - 103-11% 2months 113-113% 
May 11,1973 .. 8 % July27.1973 .. 114% Fine Trade Bills 3months 113-112% 
May 18,1973 .. 73% Oct.19,1973.. 114% 1month .. 124-134% 4months 113-118% 
2months .. 123-133% 6months 12 -121% 
3months .. 13 -134% 
Finance House Base Rate 
November 1st, 1973. 134% Three Months’ Rates 
Local authority deposits 123-128% 
` : Local authority bonds 124-12 % 
FT Industrial Ordinary Index Sterling deposit certificates 123-124% 
November 6th, 1973. 425-3 Euro-sterling deposits 13 -131% 
Euro-doltar deposits 94- 94% 
Treasury Bills Foreign Exchanges 
Aug. 31 .. £10-9744% Oct 5 ..£10-8888% New York.. 2-4224 Frankfurt .. 6-0950 
Sept.7 .. £10 9862% Oct 12 ..£10-8227% Montreal .. 2-4145 Milan . 1329 50 
Sept. 14 .. £10-9507% Oct.19 ..£10-7112% Amsterdam 6-3590 Oslo 13 6150 
Sept. 21 .. £10:'9826% Oct.26 ..£106696% Brussels .. 90-5500 Paris 10-3350 
Sept.28 .. £10-9384% Nov.2 ..£106017% Copenhagen 14-0650 Zürich 7 5200 
Gilt-edged 
Consols 4% .. y Aë a .. 35% Treasury 9% 1994 DOS 
Consols 24%.. a os he Zoe 22 Treasury 83% 84-86 Se sa . 854 
Conversion 34% Žž .. 30% Treasury 84% 87-90 .. Sa Bi 
Conversion 5£% 1974 A -- 97-8 Treasury 64% 1976 dei SR x; 91 
Funding 34% 99-04 a We Zë Treasury 33% 77-80 ià ve a» 713 
Funding 51% 78-80 an ais ve 27 Treasury 33% 79-81 D ba .. 68} 
Funding 54% 82-84 Di Se anI BZ Treasury 5% 86-89 iss or .. 58% 
Funding 52% 87-91 a Se .. 624 Treasury 53% 08-12 .. se .. 513 
Funding 6% 1993 .. CR ai .. 612 Treasury 24% Ge As So sn 22 
Funding 64% 85-87 704 Victory 4% .. 7 an oe .. 963 
Savings 3% 65-75 .. 914 War Loan 34% 30% 
Retail Price Index (Jan. 1962—100) 
Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 147-0 147-8 1490 152-2 153-2 154-3 155-2 155-3 155-5 156-4 1573 158-4 


1972 
1973 


159-0 159-8 160-3 161-8 162-6 1637 1642 165-5 166-4 168-7 169-3 170-2 
171:3 172-4 173-4 176-7 1780 178-9 179-7 180-2 181-8 
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Small Falls 


NCE again prices are drifting. Sentiment is said to be 
depressed by the uncertain outlook for the economy 
in the short term, yet the CBI Industrial Trends Survey 
paints a buoyant picture of production, orders, employ- 
ment and investment, although there is concern about 
the possibility of the economy overheating. Others 
say that sentiment is disturbed by Phase Three, 
industrial strife and cost uncertainties. Then there are the 
new revelations in the Watergate tape affair and its impact 
on President Nixon, the threat of a severe energy crisis 
developing in the winter because of the Middle Fast oil 
situation, and some unwise talk of the possibility of another 
flare-up in the Middle East. Wall Street affords no help, 
though the probability is that the American stock-market 
is consolidating the sharp gains registered since last August. 
However, the Commerce Department reported a decline 
of o-4 per cent for September in the United States Govern- 
ment’s index of leading economic indicators. This index 
is regarded as a baromete: of economic growth and the fall 
for September is the first since April. But one month’s 
performance does not’ constitute a trend, and a reversal of 
the present downward trend on Wall Street would have a 
very welcome effect on British share prices. 
Below is a selection of British funds and fixed interest 
‘stocks: 
British Funds 


Yield Yield 1973 
Price (flat) (red’n) High Low 
Exchequer 63 per cent 
1976 Së ek 92 10-58 10-56 95 90 
‘Treasury 103 per cent 
1976 D 98 10:63 10°96 99 98 
‘Treasury 9 per cent 1978 93 9-69 11-11 101 91 
‘Treasury 23 per cent (un- 
dated) Se cx 22 11:43 — 26 21 
Fixed Interest Stocks (Industrial, Commercial} 
Yield 1973 
Price (flat) High Low 
Land Securities 9 per cent deben- 
ture 1997—2002 Ss D 77 11-8 97 77 
British Petroleum 6 per cent 
debenture 1976-80 .. Ss 78 77 90 78 
Unigate 53 per cent debenture 
1983-88 ts os si 60 9-6 69 60 
‘Courage 6ł4 per cent loan 2004—09 55 12:2 63 55 


‘Ordinary Shares 

‘Traditionally, markets sag towards Christmas, except per- 
haps for stores shares; but this year stores are not a popular 
sector, on the view that consumer spending may fall off 
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next year. Banks are disappointing despite their fine 
profits, but properties are firm including second liners. 

Several share prices are well below underlying assets 
values, recent revaluations have thrown up some very 
substantial surpluses and there are usually a few bid 
rumours to keep this particular pot boiling. 

The following are worth consideration in the property 
sector, as being still inexpensive: 


P/E 1973 
Price Yield Ratio High Low 
Daejan Holdings zee 
shares 133 34 20-1 166 110 
London City & West- 
cliff 10p shares ae 51 2:8 39-0 51 32 
Allied London 10p shares 99 3:0 20:4 108 68 
Allnatt London 25p 
shares Sé 146 29 31-6 146 115 


Daejan Holdings 


This company’s shares are held back by the fact that the 
company still owns considerable residential properties, but 
the proportion of commercial properties is now well over 
50 per cent and is steadily increasing. The company owns 
the long-lease of the Strand Palace Hotel and has recently 
acquired a prestige office property in Mayfair. The com- 
pany is in the Freshwater group and recently took over that 
group’s other quoted company — City and Country. Assets, 
as valued by the directors, amount to about £94 million 
and each revaluation throws up a very substantial surplus. 


London City and Westcliff 


This is another medium-sized company with a growing 
percentage of its assets in commercial property. It was 
selected in this column on April 12th last at Ain against 
the present price of 51p ex a r for ro scrip issue. Group 
properties were conservatively valued by the directors at 
£64 million as at September 30th, 1972, and it is proposed 
to include an independent professional valuation of the 
group’s entire portfolio in the next accounts, due about 
next March. 

The group’s tenants include a large number of banks, 
insurance companies, government departments and large 
public companies. The directors continue to pursue a 
vigorous programme of purchasing first-class properties 
for investment and are confident of continued growth in 
assets, profits and earnings per share. 


Allied London 


This company develops residential properties for sale as 
well as undertaking commercial and industrial developments 
including shopping centres. It owns freehold and lease- 
hold properties in London, Hounslow, Hertfordshire, Kent, 
Berkshire and Gloucestershire. There are 95 acres of the 
former MGM studio complex at Elstree and a multi-million 
pound development programme at Hounslow. 

The company has purchased £8-4 million worth of land 
from Guardian Royal Exchange Assurance and although 
it is thought to be still a close company it has a 
strong market following, on the belief that the next 
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re-valuation will throw up a substantial surplus. The 
shares are a medium-term investment on the results of an 


emerging development programme. 


Allnatt London 


This is an investment and development company mainly 
concerned with freehold factories and warehouses in 
Middlesex and North-west London; but it also owns 39 
per cent of Guildhall Property and 25 per cent of Wembley 
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Trust. The company is conservatively run and family 
controlled and its attraction lies in the fact that it operates 


largely in one of the most favoured areas to the north and 
west of London The last professional review of the 
company’s properties was conducted more than ten years 
ago. Last year rental income increased by £165,000 to 


{2°86 million, thanks to new lettings on the Middlesex 
estates, and Phase Three permitting, the company will secure 
the benefit of substantial seven-year rent reversions under 
leases signed in the mid-sixties. 





THERE is plenty of emphasis on bringing 
down the cost of house purchase (at 
least in the early years) for young couples. 
Not only is there the building societies’ 
scheme, but various insurance companies 
are trying to help in one way or another. 
Royal Insurance was first in the field 
with a ‘bonus re-inforced’ policy, known 
as ‘G? series. Now, a new policy has 
been developed, known as Two-Stage ‘G’. 
This has identical death and maturity 
benefits to the normal ‘G’ series policy, 
but comparatively low premiums are 
paid in the first three years, and higher 
premiums for the remainder of the term. 
For a man of 24, borrowing £7,000 
over 25 years, the normal ‘G’ series 
premium of {11-78 per month would 
be reduced to £7:58 per month for the 
first three years, and would increase 
to £13'53 for the remaining 22 years 
of the term. With this contract, there is 
only one change of premium and, since 
the initial premium is not less than one- 
half of the premium payable thereafter, 
the contract is a ‘qualifying’ policy, and 
the usual relief of income tax can be 
claimed in respect of the premiums. 


d k & 


ONE of the pitfalls of holiday insurances 
has been the exclusion of cover for 
medical expenses and cancellation costs 
as a result of a ‘pre-existing physical 
defect, disease’, etc. As a result, many 
claims have not been paid for medical 
expenses or cancellation where an illness 
was a recurrence of a past health trouble. 
Now, however, somewhat gingerly, some 
insurance companies are deleting this 
exclusion although, generally, this is 
only for insurances arranged through 
tour operators, 

Europ Assistance, which gives practical 
help in the event of serious difficulties, 
has stopped using this exclusion. There 
is no limit to the cost which may be 
incurred under the emergency service. 
If, for instance, somebody is critically 
ill and it is considered medically advisable 
to carry out an immediate repatriation 


to a hospital in Britain, an air ambulance, 
complete with doctor and nurse, may be 
used. In less urgent cases, special 
arrangements can be made for repatria- 
tion by scheduled air service. 
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CANNON ASSURANCE has introduced a new 
permanent health insurance policy. One 
of the features of this contract is that a 
policy-holder may freely change his 
occupation without altering the terms or 
cost of the policy. Hazardous sports are 
not specifically excluded. After the first 
year of total disability, the amount of 
benefit increases automatically by 3 
per cent per annum, compound. Premium 
is waived after a waiting period of go days. 

The definition of disability under this 
contract means that the insurance com- 
pany will pay benefits as long as the 
policy-holder remains unfit to do the 
work in which he was previously en- 
gaged. He is not required to take up a 
different occupation so long as he remains 
unfit to follow his previous occupation. 
If, however, he does take up another 
occupation, and is less well paid, he can 
claim a proportionate benefit. 

Also, a non-cancellable disability bene- 
fit has been introduced. If, after six 
months of disability, a policy-holder 
remains disabled to the extent of 5o 
per cent or more, but can return to his 
original job, he can claim up to 50 
per cent of the policy benefits. 


d p ğ 


THE prepayment of school fees by means 
of a capital sum is becoming increasingly 
popular, particularly in view of the 
estate duty advantages. Provided the 
donor forgoes his right to recover his 
payment, this can be free from estate 
duty from the moment it is handed over, 
irrespective of when he may die. 

The School Fees Insurance Agency 
has managed to obtain a reduction in 
temporary life annuity rates from the life 
office which it uses. Now, for fees of 


£300 a term for 1§ terms (i.e. £4,500 


. in all), if the payment is made eight years 


in advance, it need be no more than 
£2,551°15. If paid four years in advance, 
£3,229°30 would be required to provide 
the fees. 

Even if the capital is paid over when 
the child first enters the school, a worth- 
while discount can be obtained, since 
the cost would be £4,048-30. 
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Nor only are the yields on income 
bonds becoming more attractive, but 
a number of life offices are oflering them 
for less than ten years. Saveguard As- 
surance, part of the Lifeguard Assurance 
group, set up by Lloyd’s underwriters 
and agents, is offering income bonds with 
a return net of basic rate tax which can 
be as high as ro per cent — equivalent to 
a growth yield of about 14} per cent. As 
well as being issued for a ten-year term, 
they can be taken for a five-year period. 
Growth bonds, also, are being offered. 
Over ten years, £1,000 invested now will 
grow to £2,300, regardless of age or 
other factors. But anybody paying higher 
rate tax at the end of the term could be 
faced with a tax charge on the gain. 


d k ZS 


THE latest distribution from Unicorn 
Capital Trust was at the rate of -8z712p 
per share, which compares with a net 
distribution of -5848p per share for the 


“same period last year. In his report to 


unit holders, Mr Derrick Hanson, chair- 
man of Barclays Unicorn, said that, on 
fundamental values, share prices are now 
on a lower rating than at the bottom of 
both the 1966 and 1970-71 bear markets 
and ‘few observers expect a further fall 
of substantial proportions’. 

The managers hope to take advantage 
of the expected narrow trading range in 
the coming months ‘so that the portfolio 
may derive maximum advantage from 
any major improvements in market 
conditions’. 


624 


inr 


ACCOUNTANT 


November 8th, 1973 


Three Goals for the Profession 


Distinguished Company at Irish Institute Dinner 


O 300 members and guests — 
a record attendance — at the Irish 
Institutes annual dinner in Dublin 
last week heard the Republic’s Minister 
for Justice, Mr Patrick M. Cooney, 
T.D., warn of a tightening of the noose 
against tax evasion. Tnere was, said the 
Minister, a large degree of social accept- 
ance of fiscal crimes which could be 
more damaging to the wellbeing of the 
community than much of the smaller- 
scale crimiaal activity which, with justi- 
fication, aroused considerable public 
indignation. 

Under Republican and United King- 
dom law, fiscal crimes were not ex- 
traditable offences. However, in Europe 
there was growing pressure to make 
them so and the days when wealthy men 
could evade their fiscal liabilities by 
taking up residence in another country 
might well be numbered. 

The Minister, who proposed the toast 
of The Institute of Chartered Account- 
ants in Ireland, said that chartered 
accountants were known to be men of 
the highest integrity who would not 
countenance evasion of legal liabilities, 
whilst advising their clients on how to 
avoid excessive taxation liability by the 
proper management of their atfairs 
within the legal framework. 

Replying to the toast, the President 
of the Institute, Mr Cornelius F. Smith, 
F.c.A., said “The Irish Institute has set 
itself three basic goals: to serve our 
clients, to serve our community and to 
develop our people. 


Changing needs 


“To serve our clients, we must adapt 
our financial skills to their changing 
needs. The role of the accountant is 
changing. We have no monopoly rights, 
and no-one owes us a bread ticket. 

‘The second goal is to serve our com- 
munity. We have to maintain our 
standards of integrity, while speaking 
out on matters where we have a special 
competence. The Irish Institute must 
play its part in developing sound world- 
wide accounting policies and auditing 
standards. 

‘Accounting is communication — bridge 
building. I love bridge builders; I 
positively dislike those who actively 
knock down bridges, as well as those who 
stand silent while others destroy them. 


A bridge links two shores — it does not 
destroy the identity of either. Hope- 
fully, accounting can help our com- 
munities more and more. 

‘The third goal is the one that should 
make the first two attainable: to develop 
our people — both those in practice and 
the members engaged on those fascinat- 
ingly different enterprises for which our 
basic generalist financial discipline has 
fitted them. Not just for industry, but 
for financial institutions, universities, 
the public service and elsewhere, there 
is need to help and encourage all our 


members to keep their skills bright and 


up to date. 


Shortage of accountants 


‘I have been heavily involved in the 
education of chartered accountants in 
Ireland for a quarter of a century. We 
have sacrificed numbers for quality in 
setting our standards, but our economy is 
being held back by a’shortage of the 
high quality accountants which it needs. 
The Irish chartered accountant has 
achieved full internal recognition in the 
UK, in Europe, in USA and elsewhere. 
What we have not achieved is a native 
teaching system which enables us to 
expand to meet the needs of our society 
without lowering our technical standards. 

“There is a lack of policy for higher 
accountancy technology at official level 
in Dublin. For years there has been an 
apparent inability to formulate a policy 





President of the Institute, Mr C. F. Smith (/eft) 
greets the Minister for Justice, Mr Patrick 
Cooney. 


tor teaching for higher accountancy, and 
to communicate such policy to those 
vitally interested. Happily in Ulster — 
despite its other problems ~ com- 
munication is better and a more active 
policy is being implemented. 

‘If othcialdom had stated plainly that 
it had no intention of catering for higher 
accountancy studies in Dublin, then the 
vacuum would have been filled from our 
own slender reserves, with the backing 
of the public-spirited industrialists of 
our city. I look back with sadness on 
25 years of failure to achieve what I am 
deeply convinced the Irish economy 
needs more now than ever before — an 
official policy for the expansion of 
accounting education as a whcle.’ 

Mr Eric McDowell, F.c.a. Vice- Presi- 
dent of the Institute, proposed the toast 
of the guests — who included Presidents 
and executives of the major accountancy 
bodies in Britain; leading luminaries of 
professional, industrial, commercial and 
banking organizations in Ireland; the 
universities; the Secretary of the De- 
partment of Finance, the Chairman of 
the Revenue Commissioners and the 
Comptroller and Auditor General. 


Close ties 


Responding on behalf of this distinguished 
company, Mr E. Kenneth Wright, M.A., 
F.C.A., President of The Institute of 
Chartered Accountants in England and 
Wales said that he welcomed the op- 
portunity of emphasizing the close ties 
between the six accountancy bodies of 
the United Kingdom and the Irish 
Republic. 

‘The failure of the 1970 integration 
proposals was a disappointment but was 
far from being a disaster. Thanks to a 
mixture of pragmatism aid common 
sense, we now work together in close 
harmony in those areas in which it is 
desirable that the accountancy profes- 
sion — though made up of six separate 
bodies — should have common policies 
and should speak with a single voice. 

‘Of course, to many people it seems 
rather untidy — the Government naturally 
enough sometimes suggests that a form- 
ally united profession would be more 
convenient and logical, while our Euro- 
pean friends have been confused by this 
further example of Anglo-Saxon and 
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The Accountant who summed up 





the house of their dreams. 


Young people buying their first home are likely to find the 
high cost of property a real problem. 

But the kind of advice an Accountant is well qualified 
to give can do much to help them. And frequently this will 
be to buy with a Royal Insurance “G” Series Endowment 
Assurance. This certainly helps keep the net cost 
of the mortgage repayments low. 

Most leading building societies are prepared 
to accept endowment assurance “G” from 
selected borrowers. 

A loan which may be a strain to 
maintain is tackled in the most economical 
way, quite apart from the fact that there 
is full life cover and the prospect of a 
bonus at the end. 

And now there is the Two Stage “G”— 
if lower repayments in the early years are 
allimportant. 
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Butler Till- 
your open line to the money market. 


Whether you’re raising capital for a special project, or 
looking for the most profitable and convenient way to use 
a cash surplus, call Butler Till. 








As leading money brokers, we can put you in instant 
touch with the money market. 


If you’re a depositor, we can arrange terms 
through short or long-term deposits with local 
authorities, banks, finance houses, major 
companies, or through the purchase of sterling 
certificates of deposit. 


If you are looking for funds, short or long, we 
can also help. Our dealing rooms in London, 
Manchester, Edinburgh, Jersey—in association 
with Guy Butler & Co. (Jersey) Ltd. — and 
Dublin, in association with Dawson Money 
Brokers Ltd., provide immediate and up-to-the- 
minute information, as well as facilities for most 
competitive dealing. 


At Butler Till, we offer all you need to make the most 
efficient use of the money market. 


Call us soon. 


Butler Till Ltd. 


Money Brokers 


34 King Street, London, EC2V 8ER Tel: 01-606 8341 Manchester: 061-228 3521 Edinburgh: 031-225 6167 
Jersey: Jersey Central 37461-65 Dublin: 0001-782055 


A member of the Clive Group 





A cause 
clients will 
AW STONE understand 


COMPANY AGENTS 


LEWIS, COATES & LUCAS LTD 


Draft Memorandum and Articles T You’ve never had anything, you never miss it. 

supplied by return of post But if you’ve known a reasonable standard of living, imagine 
Company Seals and Books the horror of reduced circumstances. 

Notepaper, Bills, etc., printed We help people who have practically nothing — except 
Rubber Stamps memories of happier times in a happier age. 


Many of your Clients will understand and will sympathise with 
what we are trying to do. Many of them, if you suggest it, 


READY-MADE COMPANIES might like to remember us in their Wills or with a Covenant. 
After all, what greater gift can there be than giving another 
elderly person something to live for? 


EH SE DISTRESSED GENTLEFOLK’S 
AID ASSOCIATION 


01-253 2977/8/9 and Telex 262687 VICARAGE GATE HOUSE * VICARAGE GATE * KENSINGTON LONDON W8 Aan 
seele, “Help them grow old with dignity” 


All office requisites 
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Celtic contrariness. We are living in a 
world where nearly everyone worships 
at the shrine of large organizations which 
are governed by precise regulations and 
constitutions and where the individual 
has to fit into a matrix, like words in a 
crossword puzzle or chickens in a 
battery farm. 

| ‘The Irish, the Scots and the English 
do not live comfortably with this con- 
formist philosophy. We are individualists 
at heart — each of us proud of our own 
professional body, and jealous of our 
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independence. This brings rewards, 
healthy competition and a greater sense 
of participation and involvement. But, if 
this freedom is not to degenerate into 
confusion and a babel of discordant 
tongues there must be some machinery, 
however informal, to ensure that the 
opinions of the individual bodies on 
matters of common concern to the whole 
accountancy profession are in harmony. 

‘I believe that we have been largely 
successful in establishing this machinery. 
There is today close inter-institute col- 
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laboration: we work together on the 
Accounting Standards Steering Com- 
mittee; the six bodies have banded 
together as a single member of the 
International Accounting Standards Com- 
mittee; the United Kingdom bodies 
combine in their representations to 
Whitehall on matters such as the reform 
of company law and taxation; members 
of the three chartered bodies living in 
each other’s countries have long enjoyed 
local facilities; and recently full reciprocal 
membership has been available. 





Consequences of Inflation 


President’s Comments at Brighton Dinner 


PROVIDING for retirement, estate duty 
planning, and the maintenance of stand- 
ards by charities and voluntary institu- 
tions, are three areas for which inflation 
created particular problems, said Mr 
E. Kenneth Wright, M.A., F.c.A., President 
of The Institute of Chartered Account- 
ants in England and Wales, last week. 


implications of inflation 


Responding to the toast of the Institute 
and the accounting profession proposed 
by His Honour Judge R. E. Hammerton 
at the annual dinner in Brighton of the 
South Eastern Society of Chartered 
Accountants, last Friday, Mr Wright 
said: 

‘We are gradually coming to under- 
stand the implications of inflation. We 
know that what is really happening is 
not that the value of goods is going up, 
but that the value of money is going 
down. We know that accounts prepared 
on the basis of historic cost are gravely 
deficient. We know that the wealth of 
the country as a whole is not diminished 
by inflation - indeed, the economic 
consequences of rising prices are likely 
to be somewhat more favourable to 
economic growth than those of deflation. 

‘These things are generally appreciated. 
Tonight I want to underline three 
particular consequences. The first is the 
difficulty of providing for retirement. 


FOR C.A. 
EXAM 


PASSES 


Today, many pension schemes are linked 
with final salaries; it is not always under- 
stood that such schemes will often 
become seriously unfunded if salaries 
continue to rise at present rates, and that 
massive back service contributions will 
have to be made if present expectations 
are to be honoured.’ 

Moreover, said Mr Wright, apart 
from those who were covered by pension 
schemes, there were many who were 
placing reliance on their savings to 
provide for their old age. It was a major 
problem for such people to know how to 
deploy their assets in order to insulate 
themselves from the depreciation of the 
currency. 

‘It seems to me’, Mr Wright went on, 
‘that if the Government is to continue 
to hold itself out as a safe haven for the 
savings of the ordinary man and woman, 
it has a duty to offer a security which 
combines a reasonable rate of interest 
with a current purchasing power link. 
This is an old suggestion but I think 
it ought to be examined afresh.’ 

The second particular consequence was 
the effect on estate duty planning. If it 
was accepted that such planning was 
reasonable in order to provide for de- 
pendants, or to ensure the continuance 
of a family business, intelligent antici- 
pation was needed. 

‘But’, questioned Mr Wright, ‘how 


much dare we give away today without 
running the risk that inflation will so 
erode the value of what we retain that 
the security of our old age will be im- 
perilled? I merely ask the qucstion — I 
cannot offer any answer. Inflation is the 
greatest obstacle I know to proper 
planning for the future; it will tend to 
encourage the hoarding of wealth.’ 


Claims on the pocket 


Finally, he referred to ‘another class 
of sufferers’ — those charities and in- 
stitutions whose claims on one’s pocket 
largely depended on one’s own voluntary 
inclinations or actions. 

‘Have you recently revised your con- 
tribution to your church plate, or 
increased your covenant in favour of the 
Chartered Accountants Benevolent As- 
sociation, or other charities? Would you 
resign if the clubs or associations of 
which you are a member ‘put up’ (that’s 
the language that misleads) their sub- 
scriptions in order that they might 
maintain the provision of existing 
standards? 

‘It is, as you will be quick to recognize, 
the same with your Institute subscrip- 
tions. If our subscription rates do not 
keep in line with the decline in the 
value of money, the quality and quantity 
of the Institute’s services must also 
decline. I believe that the psychological 
consequences of inflation present real 
problems for charities and for institu- 
tions such as our own.’ 

The toast of the guests was proposed 
from the chair by Mr D. M. Arnold, 
F.C.A., President of the South Eastern 
Society, and Mr P. C. Hunt, F.c.1.7., 
responded. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation on application to Careers Adviser) 


THE RAPID RESULTS COLLEGE 


DEPT AHS TUITION HOUSE, LONDON SWI19 4DS 


Tel 01-947 2211 


24-hour Recording Service - 01-946 1102 - Prospectus only) 
Accredited by the Council for the Accreditation of Correspondence Colleges 
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Reflections on the Business 
Efficiency Exhibition 


O many new models were released 

at the Business Efficiency Exhibition 
that there is an inevitable lull for a few 
weeks afterwards before any more signi- 
ficant new products appear on the market. 
It is a good time to take stock of some of 
the recent products which were either 
not in the exhibition or for which 
there was no space in our preview (The 
Accountant, September 27th). 


Trends in calculators 

Phytron have managed to pack 16 digit 
capacity, two memories, multiple function 
per cent key and square root into a display 
calculator weighing 10 oz and measuring 
only 52X3łX 1} in. This pocket-sized 
model works on nickel cadmium batteries 
which give three hours continual use 
between charging. 

An important feature which will be 
appreciated by accountants and also by 
those who use calculators intermittently 
is that you use the calculator in the same 
way as you would write the calculation. 

The machine, which, incidentally, is 
one of the few entirely British calculators 
available, costs £136 plus VAT. The 
makers claim it incorporates every feature 
the average calculator user requires. 

There are also signs of increasing 
competition in the printing calculator 
market. Tealtronic were showing their 
PMP1200, a 12-digit print model with 
a single memory, at a recommended 
price of £120. This is about 30 per cent 
less than most print models with a 
similar specification. 





Phytron Calculator. 


Decimo were offering an allowance 
of up to £49 against any electro- 
mechanical calculator to buyers of their 
Decimo-Ricoh 1000P which normally 
retails at £148. This brought the cash 
price down to under {£100 to anyone 
with an old calculator to trade in. Mr 
Douglas Dorsett, managing director of 
Decimo, is convinced that printing 
calculators will take over the market in 
the future. He says 75 per cent of 
calculators sold in Europe and Japan are 
print models and, anyway, how often 
do you see a non-print adding machine 
today? 

With an eye on the add/lister market 
of some 1 million replacement machines, 
Mr Dorsett believes most users will 
switch to printing calculators once the 
price falls. However, there is some way 
to go yet as is evidenced by the SCM 
electric. add/lister recently announced 
which bears a recommended price of 
£45 plus VAT. This is under half the 
price of the cheapest printing calculator. 

Phytron Electronics Ltd, 117 Charter- 
house Street, London EC1N 6AA. 

Tealtronic Calculators Ltd, Torrington 
House, 811 High Road, London N12 SIT, 

Decimo Ltd, Park House, 96-98 Park 
Street, Luton LU" 3EX. 

SCM (United Kingdom) Ltd, SCM 
House, North Circular Road, Stone- 
bridge Park, London NWio 7SS. 


Management Calculations 


The Sinclair Book of Management Cal- 
culations is an example of that modern 
hybrid the sponsored book. Written by 
Christian de Lisle and published by 
Woodhead Faulkner Ltd in association 
with Sinclair Radionics, it sets out quite 
simply to explain the method of making 
standard business calculations using a 
calculator. 

Starting with a step-by-step introduc- 
tion to the use of calculators, the follow- 
ing chapters each discuss one area of 
use: calculations in finance and ac- 
counts; purchasing and stock control; 
production; marketing and sales, and, 
finally, personnel work. 

Apart from the first chapter naturally 
being based on Sinclair practice, the 
book is a useful introduction to the use 
of calculators in business. The reservation 
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is made because there are variations in 
the way calculators of different makes 
require the calculating sequence ‘to be 
entered. However, it is the kind of book 
which under present publishing con- 
ditions would not have been written 
without sponsorship. 

Sinclair Radionics Ltd, London Road, 
St Ives, Huntingdonshire, PE17 4HJ. 


Magnets Help Sort Cards 


A SweEDIsH company, Aflarssystem AB, 
were showing a magnetic card index 
system known as Living Cards at the 
BEE. The cards are housed in an ordinary 
card index box with a magnet down each 
side, while the cards have a wafer 
laminate in the two top corners. 
Repulsion between the magnet and 
metal wafers separates the cards as you 
search through them. As a result they 
are much quicker to check and last 





Magnedex Micro-Finder. 


longer in good condition. Various sizes 
of cards with appropriate containers are 
available, including index cards and most 
ledger cards which can be printed to 
customers’ needs. 

Earlier this year Ofrex announced their 
Magnedex card index system, which also 
features ‘magnetic fanning’, and have 
recently added to the Magnedex range 
a box for storing microfiche known as the 
Micro-Finder. Each box holds up to 
100 fiche and costs £20 plus VAT. 

Affarssystem AB, Scheelegatan 7, 
Malmo S212 28, Sweden. 

Ofrex Ltd, Ofrex House, Stephen 
Street, London W1A "EA. 


Problems of Moving 
Documents 


To solve the problem of moving docu- 
ments from one part of an office building 
to another, Lamson Engineering have 
announced a single air tube system with 
an installed cost of £600 per send/receive 
station. Up to 12 stations can be in- 
corporated in a system, the farthest 
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up to 1,200 feet from the power plant. 
Points emphasized are that the system 
is simple and inexpensive compared to 
many air tube systems and blends in 
well with modern office decor. 

The cost, and in some areas difficulty, 
in getting suitable personnel for a 
messenger service will, the manu- 
facturers believe, stimulate interest in 
modern document conveyor systems. 
Many organizations do not realize how 
much internal document distribution is 
costing them, while in many cases there 
is a sufficient volume of regular document 
flow to warrant a conveyor system. 

Lamson Engineering Co Ltd, Hythe 
Road, Willesden, London Wio 6RY. 


Extending the Uses of 
Dictation 


In our BEE preview we mentioned the 
compatibility of modern office and port- 
able dictation equipment, but another 
improvement which extends the possible 
uses of dictation equipment is ‘tele- 
dictation’. 

The principle of ‘teledictation’ (dic- 
tating over the telephone to a recorder 
in another building) is not new. However, 
Agavox were showing a device known as 
‘SEND’ (sonic encoded dictation) which 
enables a person to dictate to a cen- 
tralized Code-Line 'Teledictation system 
from a public telephone anywhere in 
Britain or abroad. 

The SEND device is a pocket-sized 
unit from which, once connected to the 
central dictation system, a user can 
control all the functions of the dictating 
machine over the telephone. For instance, 
a representative working from home, or 
an executive on a business trip, could 
dictate memoranda and reports directly 
on to the office dictation system from 
wherever he happened to be. Or a partner 
working partly from home could dictate 
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his correspondence from home and have 
it ready for signature when he called at 
the office later. 

Another device which enables material 
to be dictated over the telephone is the 
Phone Transmitter unit marketed by 
Dictation Equipment Ltd. This device 
is somewhat ditferent from the previous 
one in both design and purpose. 

The idea behind the unit is that it 
enables companies to give dictated 
material to those outside the office at a 
reasonable cost. To do this the unit 
transmits pre-recorded dictation to a 
remote receive or transcription unit at 
a speed of up to 20 per cent faster than 
that at which the original recording was 
made. For instance, ten minutes’ dicta- 
tion will be transmitted in six minutes, 
thus saving telephone call time. 

So far the equipment has been adapted 
for use with three types of machine — 
Philips op and 98 and the Cybervox 400. 
A PT unit attached to the Philips 96 
costs £42°50, or £45 when attached to 
the Philips 98; while the Cybervox 400 
costs £150 complete with the PT unit. 

We understand that the Norwich 
Union Group have installed a pilot 
system and Barclays Bank are also trying 
out a system. However, the prices given 
for the unit indicate that its use is not 
confined to large organizations. It could, 
for example, also be of interest to prac- 
titioners who make use of part-time 
secretaries, or who prefer to work from 
home. 

Agavox Ltd, 26-32 Voltaire Road, 
London SW4. 

Dictation Equipment Ltd, Kern House, 
36-38 Kingsway, London WC2B 6HE. 








‘The Phone Transmitter unit works like this. 





SEND Remote Control Unit. 


Direct copy paper. Direct copy paper is 
claimed to have the advantages of 
carbonless copy in papers at consider- 
ably lower cost. It is available in five 
standard sheet sizes and in rolls, the 
sizes being those normally used by the 
print trade. However, the prices quoted 
indicate that the end user should obtain 
form sets of this type at reasonable cost. 

Mores Manufacturing Co Ltd, West 
Road, Templefields, Harlow, Essex. 

* * * * 


What price a contented secretary? We 
have previously mentioned the intro- 
duction of cartridged typewriter ribbons. 
Those for the new Coronamatic 7000 
cost ọ5p each for one-time carbon rib- 
bons, £1:25 for the nylon ribbon and {1 
for the correction ribbon. 

Sandhurst (Britannia) have introduced 
a new portable stapler designed to fit 
in the palm of the hand. Normally 
selling at £1-92”recommended price, the 
stapler may be supplied free of charge 
with every purchase of 12 boxes of staples. 

Sandhurst (Britannia) Ltd, Crawley, 


Sussex. 


* * * * 


Change in marketing policy? From an 
office computer offered at the BEE at 
£1,000 under list price ready pro- 
grammed, to a free stapler with every 12 
boxes of staples, it would seem that the 
office equipment industry, or parts of it, 
are adopting the ‘special offer’ approach 
to marketing. 

With comparatively few exceptions 
this would appear to be a new departure 
for an industry which has always main- 
tained that it needed the full margin to 
finance an adequate after sales service. 
If this trend goes on the day will soon 
come when an ‘exquisite executive 
digital clock’ is offered free with every 
new accounting machine bought! 
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Letters 





A Federation for Practitioners ? 


Sir, — Whilst the scheme for integration of the profession was 
not successful, it none the less produced remarkable interest 
and future promise for all accountants. 

Accountants by instinct and training take time to evaluate 
the pros and cons of their calling which I am pleased to say 
produces the expertise of their profession. With this in mind I 
would like to propound the idea for the formation of a ‘Prac- 
titioner Accountants’ Federation’ as an initial step forward 
towards the standardization of the practitioner side of the 
profession which would, I think, need to be the first step in the 
rationalization of the accountancy profession. 

Any practising accountant member of any of the existing 
bodies, and other persons who have been practising accountants 
over a given period, say five years, would be eligible for 


= membership. Representatives from the present practising 


bodies, which are the Chartered, Certified, British and Inter- 
national accountants, would hold office to administer and control 
the proposed federation for practitioners, which would fairly 
represent all practitioners to ensure there would be no kind of 
domination emanating from one particular body. 

I am hopeful that good grounds can be envisaged for thinking 


_ that the creation of a federation for practitioners might be 


instrumental in getting rid of all the old anomalies which exist 
in our profession, and for the provision of initiating standard 
fees procedures, better business etiquette, better relationships 
with principals and staff and, most important of all, greater 
efficiency and prosperity to the profession. 

Yours faithfully, 


Newcastle upon Tyne. JOHN FISHER. 


Reports to Shareholders 


Sir, — In your issue of October 18th, you presented quite a 


lengthy argument on the merits of Armstrong Equipment’s 


annual report to shareholders. This article indicated the 


ae _ various figures and allowed ratios to be extracted which would 


enable the institutions and individual shareholders to judge the 


a _ performance of the company. You gave five pages to the article, 


which consisted mainly of tables reproduced from the report — 
making brief reference only in the first few sentences to the 
visual presentation, clarity of progress made and future prospects. 

May I, as a shareholder in various concerns, large and small, 


domestic and international, state that for ease of assessing the 


worthiness of my investment, consideration be given primarily 
to presenting an image of the company and industry, which 
must include information by statute but also attempt to design 


= the document to present an honest situation, highlighting 


ethical and other constraints (instead of minimizing them) 


2 ` whether internal or external to the company concerned. 





May I emphasize, which your article failed to do, the value 
to lesser-informed shareholders such as myself the clarity 


_ which can be given by good design, logical presentation, state- 
= ments supported by colourful graphs and pictures, and a 


balance of quality in paper and printed envelope. As a share- 
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holder I consider this to be a justifiable expense — it is a con- 
fidence builder. 

The Accountant goes a long way itself in the Annual Awards 
it makes and the judging panel takes into consideration all the 
above-mentioned elements; but many companies still fail to 
present reports in a way which I can read and still leave me 
with a feeling of minimizing the weaknesses and stressing only 
the strong elements of the year’s activities. 

Each of the companies I have an interest in is large enough to 
carry a publicity department, and comparison can be made 
between the imaginative documents these people produce and 
those issued by the financial director, accountant or company 
secretary. Financially-minded officers need to revitalize their 
thinking and add creativeness to carry a well-printed, interesting- 
to-read report to shareholders — not a dusty, hard-to-read, 
possibly deceiving document. 

Yours faithfully, 


Beverley, Yorks. (Mrs) THETIS DUNN. 


[The ‘tables’ reproduced in our issue of October 18th comprised — 
in accordance with our normal practice — the balance sheet, profit 
and loss account, auditors’ report, notes to the accounts and 
seven-year record. These were accompanied by a full page of 
comment in which our City Editor laid considerable stress on 
good design as an essential element in presentation of a company’s 
report and accounts, and remarked favourably on the improve- 
ment achieved by Armstrong in this field over the past year. 

Typographical considerations unfortunately prevent us from 
including graphs and coloured charts, at least as a regular element 
of our ‘Finance and Commerce’ feature. While we feel that Mrs 
Dunn, in general terms, may have a point, and much appreciate 
her kind reference to the Annual Awards, the primary aim of our 
weekly feature is to reproduce and comment upon accounts as 
they are. — EDITOR. | 


VAT TRIBUNAL DECISION 


No Apportionment of 
Launderette Charge 


HARGES for use of a coin-operated launderette are made 

for a supply of services within section 5 (8) of the Finance 
Act 1972, and are subject to VAT at the standard rate of 10 per 
cent. The Birmingham VAT Tribunal has dismissed a claim 
that only the element of charge for hire of the machines should 
be subject to the standard rate, and that the element of charge 
for such items as gas, electricity and softened water should be 
zero-rated. 

The appellant in this case had relied on subsections 5 (2) 
and (4) of the Act, under which the letting of goods on hire, 
and the supply of power, heat, refrigeration or ventilation, are 
defined as supplies of goods. Customs and Excise had argued, 
however, that what was obtained was not the hire of the machine 
but a licence to use it. 

The Tribunal was referred to the Huntwave case before the 
London VAT Tribunal (LON/73/39, The Accountant, July 
19th) in which the supply of various shampoos, dyes and tints 
for salon use was held to be an adjunct to the provision of hair- 
dressing facilities and not a sale of these items. It concluded 
that the customer’s purpose in going to the launderette was to 
wash dirty clothes in a machine. What was obtained at the end 
of the transaction was cleaned clothes, and this was the provision 
of a service of which the water, gas and electricity formed an 
integral part. 

Operations of the launderette were therefore held liable to 
VAT at the standard rate. 

Mander Laundries v. Customs and Excise (Tribunal reference 
BIR/73/8). 
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We care for 
physically 
handicapped 
children 


(with a little help from you) 


Representatives of 


GEE & CO (PUBLISHERS) LIMITED 


Overseas 


AUSTRALIA 
Tue Law BooK Company LTD 
301-305 Kent Street, Sydney, New South Wales 
U.S.A. 
Tue COUNTING HOUSE PUBLISHING Co 
Thiensville, Wisconsin, U.S.A. 
INDIA 
CHARLES LAMBERT & CO 
10i Mahatma Gandhi Road, Post Box No. 1032 
Bombay 1, India 
CANADA 
THE CARSWELL COMPANY LTD 
2330 Midland Avenue, Agincourt, Ontario, Canada 
SOUTH AFRICA 
JOHANNESBURG AGENCIES 
P.O. Box 10167, Johannesburg, South Africa 
NEW ZEALAND 
Sweet & MAXWELL (N.Z.) LTD 
54 The Terrace, P.O. Box 5043, Wellington, New Zealand 
HONG KONG 
SINCERE COMPANY LTD 
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P.O. Box 628, Tel Aviv, Israel 


Help Now! Donations to:- 
NATIONAL CHILDREN'S HOME 
85 HIGHBURY PARK, LONDON N5 1UD. 


GEE & CO (PUBLISHERS) LIMITED 
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For nearly 100 years we 
have published books for 
the accountancy profession, 
especially textbooks for 
students. 
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MANAGEMENT 
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Call in at any of our branches for the best possible 
advice, selection and deal either on buying a com- Access and Barclay- 
plete system or just a replacement cartridge for your 
present set-up and remember when you buy from 
us all items are guaranteed to be brand new and are come, cheques 
covered by the manufacturers full guarantee. Our accepted only when 
branches have showroom and demonstration backed by a relevant 
facilities. 
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MANAGEMENT and 
COMPUTER CONTROL 


by T. R. THOMPSON, M.A (Cantab.), B.Sc.(London), F.C.I.S., F.Inst.A.M. 
A Lifetime of Experience in Computer Management and Control 
A UNIQUE BOOK WRITTEN FOR THE LAY MANAGER & STUDENT 


This book is intended to provide the ordinary 
business manager with sufficient knowledge 
of computers to enable him to maintain com- 
mand of a computer project and to play his part 
in ensuring that the computer provides informa- 
tion useful for running the business to the best 
advantage as well as furnishing a basis for good 
management. 

The first two chapters give a broad analysis 
of the nature of business information and the 
data from which it is produced. The next 
chapters explain the nature of computers, what 
has to be done before a computer can be made 
to produce the information from the data, and 
how to set about obtaining the right computer 
to produce the information required. 

There is then an explanation in simple terms 
of how business information can with advan- 
tage be approached mathematically. This is 
followed by six chapters devoted to the main 


344 printed pages Size 11ł4 x8% in. 
87 line and 22 half-tone illustrations 
Fully bound in red-gold blocked on spine 


potential fields of application which are 
common to most businesses, including Payroll, 
Purchasing, Stock Control, Production and 
Project Control, and Sales and Distribution. 


The book ends with two chapters respectively 
on staffing and controlling a computer project. 
Throughout the book stress is laid on the para- 
mount need for the business manager to make 
decisions on what information he requires to do 
his job effectively. Whether or not a computer 
should be used to produce the information 
depends on the ability of the computer 
experts to prepare a scheme whereby a com- 
puter can efficiently and economically do so. 

Since the book explains the problem of using 
a computer to provide business information, 
it incidentally offers to the student who is 
proposing to make a career in the field of 
computers for business purposes a useful 
background to his technical studies. 


PRICE £9°50 NET 
£9°80 by post U.K. 
£10 by post overseas 


ORDER NOW FROM BOOKSELLERS OR DIRECT FROM THE PUBLISHERS 


GEE & CO (PUBLISHERS) LIMITED 


Publishers of The Accountant 


151 STRAND -: LONDON - WC2R 1JJ 


Telephone 01-836 0832 
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STUDENT ROUNDABOUT 


Personality Factors of Men 
and Women Articled Clerks 


by A. C. OSMAN, M.A., M.Sc., of the Department of 
Professional Studies, Polytechnic of North London 


Following the recent publication of the Government's consultative 
document Equal Opportunities for Men and Women, with its proposals 
for the elimination of unfair discrimination, this article compares the 
personality factors of men and women entrants to the accountancy 
profession as measured by the California Psychological Inventory. 


ROFESSIONAL work calls for theo- 
retical knowledge, practical skill and 
certain qualities of character and tempera- 
ment. Assuming parity in knowledge 
and skill as measured by the professional 
examinations, do women have personality 
traits suitable for accountancy work? 
While the answer to this question must 
await the collection of data on large 
numbers of qualified accountants re- 
lating to personality and other variables 
involved, a tentative answer is given 
here, based on comparison of data on 
personality factors of 34 women and 147 
men articled clerks of The Institute of 
Chartered Accountants in England and 
Wales attending the full-time nine 
months’ foundation course, covering 
five polytechnics and two years. These 
data were collected as part of ongoing 
research on the objectives and techniques 
of accountancy education and training. 


CPI test 


The personality factors of articled clerks 
were measured by the California Psy- 
chological Inventory (CPI). It uses 
descriptive concepts ‘which possess broad 
personal and social relevance’, according 
to its author, Professor Harrison Gough, of 
the Institute of Personality Assessment 
and Research, University of California, at 
Berkeley. It consists of 18 scales, which 
are grouped for convenience into four 
broad categories, as follows (after 
Keimowitz and Ansbacher’): 


Class I. Measures of poise, ascendancy, self- 
assurance, and interpersonal adequacy 


(1) Do (Dominance): to assess leader- 
ship ability, persistence, and social 
initiative. 

(2) Cs (Capacity for status): to serve 
as an index of personal qualities 


SS ES oy ee ee a 
1 (1960). ‘Personality and achievement in 
mathematics.’ — Journal of Individual Psychol- 
ogy, pp 84-87. 


which underlie and lead to status. 


(3) Sy (Sociability): to identify out- 
going, sociable, participative tem- 
perament. 


(4) Sp (Social presence): to assess 
poise, spontaneity, and self-con- 
fidence in personal and social inter- 
action. 


(5) Sa (Self-acceptance): to assess sense 
of personal worth, self-acceptance, 
and capacity for independent think- 
ing and action. 


(6) Wb (Sense of well-being): to identify 
persons who minimize their worries 
and complaints, and who are rela- 
tively free from self-doubt and 
disillusionment. 


Class II, Measures of socialization, maturity 
and responsibility 


(7) Re (Responsibility): to identify con- 
scientious, responsible and depend- 
able disposition. 


(8) So (Socialization): to indicate social 
maturity, integrity and rectitude. 


(9) Sc (Self-control): to assess adequacy 
of self-regulation and freedom from 
impulsivity and self-centredness. 


(10) To (Tolerance): to identify per- 
missive, accepting, and non-judge- 
mental social beliefs and attitudes. 


ar) Gi (Good impression): to identify 
persons capable of creating a favour- 
able impression, and who are con- 
cerned about how others react to 
them. 


(12) Cm (Communality): to indicate 
degree to which reactions and res- 
ponses correspond to the modal 
(‘common’) pattern established for 
the inventory. 


Class III, Measures of achievement potential 
and intellectual efficiency 


(13) Ac (Achievement via conformance): 
to identify interest and motivation 
which facilitate achievement where 
conformance is a positive behaviour. 
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(14) Ai (Achievement via independence): 
to identify interest and motivation 
which facilitate achievement where 
autonomy and independence are 
positive behaviours. 

(15) Ie (Intellectual efficiency): to in- 
dicate personal and intellectual 
efficiency. 4 


Class IV. Measures of intellectual and 
interest modes 

(16) Py (Psychological-mindedness): to 
measure interest in the inner needs, 
motives, and experiences of others. 

(17) Fx (Flexibility): to indicate flexibility 
and adaptability of thinking and 
social behaviour. 

(18) Fe (Feminity): to assess masculinity 
or femininity of interests (high 
scores indicate more feminine in- 
terests). 


Results 


The scores obtained by men and women 
articled clerks were compared by the 
Mann-Whitney U test. (This is a non- 
parametric test which does away with 
the strict assumptions underlying the 
‘t-test’. ‘Significance at 5 per cent’ or 
‘r per cent level’ means that there are 
5 per cent or 1 per cent chances of being 
wrong (The Accountant, July 12th, 1973)- 

By definition, higher scores on the CPI 
are complementary, but men did not 
score significantly higher than women on 
any scale. Women were equal to men on 
intellectual efficiency and scored higher 
than men on socialization at 1 per cent 
level, communality at 5 per cent level, 
achievement by conformance at 5 per 
cent level, and on femininity at -1 per 
cent level of significance — the last- 
mentioned may be taken as a confirma- 
tion of the cross-cultural validity of the 
femininity scale of the CPI. 


Socially mature 


Women score higher than men on 
socialization anyway. American college 
women scoring high on this scale are 
described as ‘able to accept rules and 
authority, organized, reasonable, not 
likely to behave in a rash or thoughtless 
manner, socially mature’. Communality 
indicates ‘similarity with others, pre- 
dictable behaviour in keeping with the 
mode of the group’. Women articled 
clerks tend to think alike, whereas men 
are more individualistic. 

The high-scorer on achievement via 
conformance has a strong need for achieve- 
ment and works well in situations having 
clear-cut rules and regulations. ‘Diligent, 
efficient, logical, reliable, responsible’ were 
among the most frequent descriptions 
used for American college women scoring 
high on this scale. 

These findings were checked and 
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amplified by running the ‘t-test’ as well 
on these data. Men scored higher 
than women on dominance at 1 per cent 
level, good impression at 5 per cent level, 
psychological-mindedness at 5 per cent 
level. Women, on the other hand, re- 
tained their lead by scoring higher on 
responsibility at 1 per cent level, self- 
control at 5 per cent level, and achieve- 
ment via independence at 1 per cent 
level of significance. 

As no British research is available on 
male-female comparisons utilizing the 
CPI, ‘t-test’ analyses were carried out 
on Shaoul’s* data for Salford (England) 
grammar school’s pupils, and on data for 
USA high school and college students 
given in the CPI Manual. 

The results of these are summarized 
as follows: On dominance scale, male 
and female British sixth formers and 
USA college students had no significant 
differences. On good impression, Ameri- 
can high school and college girls scored 
higher than boys, but the British girls 
scored the same as the boys. This may be 
an instance of Anglo-American cultural 
difference. On psychological-mindedness, 
the American college women scored 
equal to college men, but American and 
British high school girls scored lower than 
the boys. 


Discussion 


The British sixth formers had no sex 
differences on dominance and good 
impression, but women articled clerks 
scored lower than the men on both these 
BEE ee ei NN 
* (1969). Test Information Sheet, TIS/24.01. 


— National Foundation for Educational Research, 
Windsor, Berks. 


scales. The process of selection for 
articled clerks could be criticized. Pro- 
fessor Eleanor Maccoby® has shown that 
women with high analytical intellectual 
ability are likely to be high on dominance. 
Therefore, it seems that girls of this 
calibre are not being attracted to ac- 
countancy careers. Also, the emphasis 
on bureaucratic traits may possibly in- 
dicate that women look upon their role 
in accountancy as a routine clerical one. 

We must not forget, as Dr Karen 
Horney said in 1926, ‘Like all sciences 
and valuations, the psychology of women 
has hitherto been considered from the 
point of view of men’, and it is exactly 
like this today. Is dominance, as 
measured by the unisex personality 
tests, the same thing for men and 
women? 

The CPI dominance scale is positively 
correlated with business success. There- 
fore, should the potential women ac- 
countants gain more on dominance? 
Dr Edwin Megargee (Journal of Applied 
Psychology, 1969, pp. 377-382) noted 
that in groups of high and low dominance 
males or females, the high dominance 
person took over leadership of the 
group concerned, but high dominance 
females failed to do so when working in 
groups containing low dominance males. 
Perhaps women will bring into organiza- 
tions qualities not based on dominance, 
aggression and cynicism. This should be 
an interesting prospect for organiza- 
tional development. 

Further question marks concern de- 
velopmental stages of accountancy 


EE E E 
3 (1970). ‘Feminine intellect and the demands 
of science’. — Impact, UNESCO. 
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Scores obtained by articled clerks on the California Psychological Inventory 


CPI scale 


Do (dominance) 

Cs (capacity for status) 

Sy (sociability) = 

Sp (social presence) 

Sa (self-acceptance) 

Wb (sense of well-being) 

Re (responsibility) 

So (socialization) 

To (tolerance) 

Gi (good impression) 

Cm (communality) .. ae ah 
Ac (achievement via conformance) 
Ai (achievement via independence) 
Te (intellectual efficiency) 

Py (psychological-mindedness) 

Fx (flexibility) Te ee 

Fe (femininity) be 


Women Men 
N=34 N=147 

Mean (S.D. Mean (S.D. 
23°59 (6-61) 26'44 (5°29) 
16:39 (3'47) 17:72, i383) 
22°40 (5:21) 23°47 (4°69) 
33°21 (740) 35:70 (7°11) 
20°77. (4'02) 21:04 (3:80) 
32'53 (5:28) 32°65 (5°51) 
26:97 (4704) 24°55 (4°46) 
138-22 (5'00) 34°10 (5:87) 
18:79 (Goal 1791 (4:35) 
13°96 (4'53) 16:21 (5:89) 
*24°53 (2:49) 23°14 (3°50) 
*25'61 (4°38) 23°38 = (4°52) 
18°79 (4:22) 17°30 (3:88) 
35°76 = (570) 34°25 (5:92) 
9°54 = (2°55) ost (2°27) 
9°87 (4'81) Ioät (4'59) 
ł22°76 (3'20) 17:00 (3'53) 


On comparison by Mann-Whitney U test, the group with the significantly higher 


score is indicated as follows: 


*significant at 5 per cent, but not 1 per cent level, two-tailed test. 
tsignificant at 1 per cent level, two-tailed test. 
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ICA EXAMINATION RESULTS 


The Institute of Chartered Account- 
ants in England and Wales announces ` 
that, subject to unforeseen circum- 
stances, a list of candidates successful ` 
at the September 1973 Intermediate ` 
examination will be displayed at the 
offices of the Institute, Chartered 
Accountants’ Hall, Moorgate Place, 
London, on Monday, November 
26th. Copies of the list will also be 
in the hands of the District Societies 
and local Students’ Societies by the 
same date, and the names of the 
successful candidates will be pub- 
lished in The Accountant of Novem- 
ber 29th. 

In addition, each candidate may 
expect to receive by post, at the 
earliest on Monday, November 26th, 
a notice stating whether he has 
passed, failed or been referred, 
together with details including any 
prize awarded or, if unsuccessful, 
particulars of his performance in 
individual papers. 








students, reward system in accountancy, 
behavioural concomitants of the role of 
accountants and so on. Our research 
programme should provide answers to 
some of these questions in due course. 


Conclusions 


The first conclusion to draw, obviously, 
is that of almost total lack of research and 
information in this area. Some further 
points are that women should be at- 
tracted to accountancy careers through 
vocational guidance and counselling. 
They should be presented a picture of 
accountancy as calling for high intel- 
lectual work of social significance. 

Women articled clerks show signs of 
being under tension and unsure of them- 
selves. Time will perhaps heal this, but 
women qualified accountants can pos- 
sibly do much to help by meeting 
women students and encouraging them. 
Nevertheless, women ` articled clerks 
should not be given concessions; they 
should be expected to deal with their 
work in the same way as their male 
colleagues. 

Women articled clerks appear to be as 
good as their male counterparts, and 
perhaps have fewer ego and adjustment 
problems. As the American Nobel Prize- 
winner economist, Dr Samuelson, re- 
cently advised the businessmen in his 
country: ‘Be less prejudiced against 
women. You may even get to like it.’ 
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PROFESSIONAL NOTICES 


ARMITAGE & Norton (Leeds firm) and 
Terps, Beevers & Co, Chartered Ac- 
countants, announce the merger of their 
practices with effect from November 1st, 
1973- From that date the merged practice 
will be carried on in the name of 
ARMITAGE & Norton and the partners 
resident at Leeds will be Messrs T. 
McDonaLp, B.COMM., F.c.A., S. H. 
Hupson, F.C.A., T. FALKINGHAM, F.C.A., 
C. P. DEAN, F.C.A., and D. F. CROWTHER, 
A.C.A. 

Coopers & LYBRAND announce that 
Mr ALLAN Gorpon ALoysius WILLIAMS 
and Mr Ion ANTHONY RoBeErRTs have 
been admitted to partnership. Mr 
Wis is resident partner in charge 
of a new office which has been opened 
at 66 St Mary’s Butts, Reading RGr 
2LG. Telephone: Reading (0734) 598747/ 

_ 50. Mr Roserts will be resident partner 
in charge of a new office to be opened 
in Nottingham shortly. 

DIcKINSON, KEIGHLEY & Co, Char- 
tered Accountants, of Bradford, and H. N. 
Bostock & Co, Chartered Accountants, 
of Huddersfield, who have worked in 
association for some years, now announce 
that both firms will merge under the 
name DICKINSON, KEIGHLEY & Co, of 
Bradford and Huddersfield. The partners 
in the enlarged practice will be Messrs 
A. J. Hiro, M. G. Rarstricx, R. D 
Sout, I. R. A. Swirt, G. WATERHOUSE 
and E. M. Ranpat. Messrs W. K. Stow 
and M. A. SuGARMAN continue as as- 
sociate partners and Mr G. R. HOBSON 
has been appointed manager of the firm’s 
Huddersfield office. 


Mr Percy HOLLANDS, F.A.1.A., who for 
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the past 36 years has practised in Maid- 
stone, Kent, under the style of PERCY 
HoLianps & Co, Accountants, an- 
nounces his retirement with effect from 
October 31st, 1973. 


GLEN PALLOT & SAINSBURY, Chartered 
Accountants, of National Westminster 
Bank Buildings, 113 Bute Street, Cardif, 
CFı 6EQ and FLoyp, Nasu & Co, 
Chartered Accountants, of 444 Salisbury 
House, London Wall, London EC2, 
announce that they have formed a 
partnership to carry out from November 
Ist, 1973, certain specialized work under 
the name of FLoyp, Nasu & Co, which 
will practise from National Westminster 
Bank Buildings, 113 Bute Street, Cardiff, 
CF1 6EQ, telephone Cardiff 25861. The 
general practice of GLEN PALLOT & 
SAINSBURY will continue as before and 
FLoyp, Nasu & Co of London will 
continue its own practice in other parts 
of the United Kingdom. 

Jackson, PıxLey & Co, Chartered 
Accountants, announce the formation in 
conjunction with W. E. REYNOLDS & 
Co of an associated firm under the name 
Jackson Pixtey & Co. The new firm 
will practise at 188 Sidwell Street, 
Exeter, and 11 Market Street, Newton 
Abbot, and the partners will be Messrs 
C. B. NEWCOMB, F.c.A., P. LENDRUM, 
F.C.A., and P. L. Forwoop, F.C.A., of 
Jackson PIxLEY & Co, and Messrs C. L. 
POWER, F.C.A., A. L. BUNN, A.C.A., and 
J. L. THORMAN, F.C.A., of W. E. REYNOLDS 
& Co. 

W. E. Reynotps & Co, Chartered 
Accountants, of Newton Abbot and 
Exeter, announce that Mr J. L. THoRMAN, 
F.C.A., has been admitted to partnership. 

TurQuANDS Barron MayHew & Co 
announce that in association with 
DAVIDSON SMITH, WIGHTON & CRAWFORD 
of Edinburgh they have formed a part- 
nership in the name of ‘TURQUANDS 
Barton MayHew & Co which will carry 
on business from the offices of DAVIDSON 
SMITH, WIGHTON & CRAWFORD in 
Edinburgh and in Fife. The partners in 
the new firm will be Messrs D. GARRETT, 
DC Done, P. C. Forbes, H P. 
Gorp and P. S. THRING of TURQUANDS 
Barron MayHew & Co and Messrs 
W N. K. M. Crawrorp, C. W. 
Davipson SMITH, A. W. B. Voces, J. G. 
Lennox and J. D. L. BLACK of DAVIDSON 
SMITH, WIGHTON & CRAWFORD. 
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Turquanps Barron Maymew & Co 
announce that they have opened an 
office in Sheffield at Alliance House, 9 
Leopold Street. 


APPOINTMENTS 


Mr Paul Crew, a.c.a., is the new 


assistant divisional financial accountant 
of Showerings, 
Whiteways. 

Mr Eric H. Jones, A.C.C.A., becomes 
financial director of the British School 
of Motoring; he was formerly group 
accountant. 


Vine Products and 









Mr E. H. Jones Mr E. D. B. Todd 

Mr E. Desmond B. Todd, F.c.A., 
F.I.M.T.A., has been appointed regional 
treasurer of the new Yorkshire Regional 
Health Authority. 

British Leyland Motor Corporation 
announce the following appointments: 
Mr C. J. Daniel, F.c.a., is to be the 





» Mr C. J. Daniel Mr M. Phillips 
finance staff director for the body and 
assembly division of British Leyland; 
Mr Mike Phillips, F.c.a., has been made 
staff director, finance, and Mr Alan 
Edis, A.C.A., A.C.M.A., becomes staff 
director, product planning and timing. 
Mr Colin Howe, A.C.A., has joined PD 
Oil & Chemical Storage, part of the 
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Powell Duffryn Group, as a financial 
and management accountant. 

Mr David Brown, 4.c.c.a., has been 
appointed assistant accountant to the 
New Zealand Insurance Group (UK 
and Europe). 

Mr Michael Dunne, A.c.c.a., has been 
appointed works accountant to Beecham 
Pharmaceuticals (Pte), Singapore. 

Mr Stanley Fisher, a.1.M.T.a., has 
been made treasurer of East Hertford- 
shire. 

Mr John H. Hoyle, a.c.c.a., has been 
appointed chief accountant of David 
Blank & Co, of Manchester. 

Mr Geoffrey Jackson, a.c.c.a., has 
become financial controller, Finley De- 
velopment Corporation, Miami, Florida. 

Mr Eryl Morris, B.sc.(ECON.), A.C.A., 
has been appointed managing director of 
International Red Hand Marine Coatings. 

Mr D. F. Todd, ca, has been elected 
to the board of Parsons & Whittemore- 
Lyddon as finance director. He con- 


. tinues as a director of Black-Clawson 


International. 

Mr Alan T'welvetree, A.I.M.T.A., is the 
new Essex County Treasurer; he was 
previously Deputy County Treasurer of 
Kent. š 


DOUBLE TAXATION 
United Kingdom — Barbados 


The Protocol amending the dividend 
article in the Double Taxation Agree- 
ment between the United Kingdom and 
Barbados which was signed on Sep- 
tember 18th, was published on November 
2nd as a Schedule to a Draft Order in 
Council. 

The Draft Order is subject to approval 
by the House of Commons. 


*COMPANY LAW REFORM 


The effect on commercial activities, 
corporate finance and, in particular, 
investors and auditors of the proposals 
for the reform of company law will be 
the subject of a one-day course organized 
by the London and District Society of 
Chartered Accountants at Chartered 
Accountants’ Hall on Tuesday, November 
27th. 

Be the chairmanship of Mr David 
Richards, F.c.a., of Harmood, Banner & 
Co and a member of the Council of the 
Institute, the speakers will be Mr C. I. 
Ball, F.c.A., a director of Kleinwort, 


Chartered Surveyur 


vd a Seite Preston & Paris 
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Benson, Mr A. H. Isaacs, B.A., of 
Stephenson, Harwood & Tatham, Mr 
T. G. R. Lawrence, F.c.a., of Coopers 
& Lybrand, Mr R. S. Waldron, F.c.a., of 
Hill Vellacott, and Mr S. J. Titcomb, 
F.c.A., of de Zoete & Bevan. The fee is 
£18, plus £1-80 VAT, including morning 
coffee, luncheon, afternoon tea and 
gratuities, and applications should be 
sent to the London and District Society 
of Chartered Accountants, 56 Goswell 
Road, London EC1M 7AY. (01-253 


4518). 


CAPITAL GAINS TAX 
ON SETTLED PROPERTY 


The Inland Revenue has issued the 
following statement in regard to Schedule 
12, paragraph 7, Finance Act 1971, 
relating to release or partial release of life 
interest in settled property. 

Where a life interest in part of settled 
property terminates other than for the 
purpose of advancement, section 25 (4), 
Finance Act 1965 as amended by Finance 
Act 1971, Schedule 12, paragraph 7, 
provides that a corresponding part of 
each of the assets remaining settled 
property is deemed to be disposed of and 
re-acquired by the trustees. Where a life 
tenant releases to a remainderman there 
may additionally be a charge under section 
25 (3), Finance Act 1965, which imposes 
a charge on assets leaving a trust. If a life 
tenant releases all or part of his life 
interest in settled property the Board will 
accept that there is no deemed disposal 
and re-acquisition under section 25 (4), 
Finance Act 1965 (as amended) of the 
part of the settled property in which the 
life interest has not been released. 

Where a life tenant releases other than 
to a remainderman an interest in part of 
the settled property and the part can 
properly be identified with one or more 
specific assets, or where within three 
months of the release the trustees appro- 
priate specific assets to give effect to the 
release, the Board will accept that the 
deemed disposal and re-acquisition under 
section 25 (4) applies to those specific 
assets and not to any part of the other 
assets comprised in the settled property. 

Where the benefit of this practice is 
claimed Inspectors of Taxes will require 
trustees to sign an undertaking which 
will be binding on the Inland Revenue 
and the trustees concerned as well as their 
successors in office to the effect that the 
right to compute the gain or loss on any 
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INSTITUTE LIBRARY 


The Librarian of The Institute 
of Chartered Accountants in England 
and Wales regrets that due to 
staff shortage, the Institute Library 
will be closed to personal callers 
during the period Monday, Novem- 


ber 19th to Friday, December 7th, 
to enable outstanding work to be 
brought up to date before the 
year-end. 

During this period postal re- 
quests and inquiries will be dealt 
with in the normal way. 





subsequent disposal on any other basis is 
given up. For the purposes of limiting 
the capital gains tax charged inspectors 
will be prepared, in particular, to agree 
with trustees lists of assets properly 
identifiable with the release of a life 
interest and any such agreement will be 
similarly binding on the Revenue and 
the trustees. 

This new practice applies not only on 
the release of a life interest, but on any 
act or event which terminates a life 
interest whether voluntarily or in- 
voluntarily. 


NORTH WEST LONDON GROUP 


The next meeting of the North West 
London Group of the London and 
District Society of Chartered Accountants 
will be held on Monday, November 19th, 
at the Harrow Civic Centre, Station 
Road, Harrow, at 7.15 for 7.30 p.m. This 
will take the form of a debate of the 
motion “That this house should receive 
the guidance of the Joint Accounting 
Standards Steering Committee as set out 
in Exposure Draft 6 on the valuation of 
stocks and work in progress’. The pro- 
poser of the motion will be Mr Jeffery 
H. Bowman, F.c.A., and the opposer 
Professor C. C. Magee, B.COM., F.C.A. 


WALBROOK TAX DISCUSSION 
GROUP 


Mr R. A. Plummer, of Glandale Man- 
agement, will be speaking about ‘Latest 
developments in tax planning’ at the 
next meeting of the Walbrook Tax 
Discussion Group on November 13th 
at 6 p.m. in Committee Room 4 at Char- 
tered Accountants’ Hall, London. 


Valuers of industrial & commercial property. Agents for the sale, letting and purchase of industrial & commercial 
property. Investment, finance & development consultants. Rating & compensation surveyors. Plant & machinery valuers. 
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The Institute of Taxation 


PRESIDENT: H. WARBRICK, F.C.C.A., F.C.I.S., F.T.. 
VICE-PRESIDENTS: DESMOND F. AIREY, F.C.A., F.C.C.A., F.T.L.I. D. J. PYNE-GILBERT, F.C.A., FILL 
STANLEY A. SPOFFORTH, F.C.A., F.C.I.S., ET 
SECRETARY: A. A. ARNOLD, F.C.I.S., F.T.1.1. 


The Institute of Taxation exists to promote the study of, and the interchange 
of information about, taxation among members of different professions. Conferences 
and lectures are held and members receive regular circulars, digests of tax cases 
and annotated copies of legislation. Representations are made on technical aspects 
of taxation. 

Those not qualified for membership may subscribe to a scheme under which 
they receive all the publications, except that the circulars are occasional only and 
deal with general matters as distinct from those of specialised professional interest. 


Full particulars of membership, which is by examination, and of the subscriber 
scheme may be obtained from: 


The Secretary: The Institute of Taxation, Clifford’s Inn, London, EC4A 1DE. 
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Henry Butcher & Co 


59/62 HIGH HOLBORN, LONDON WC1V 6EG 
Telephone 01-405 8411 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS BD18 3HH 
Telephone Shipley (STD 0274) 57444 
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A. Folding ‘on const 


as tanker is 
themoming sw" 
newspaper 
very thin 


Habit 


This useful habit 
prevents one zi 
interfering with 
one’s neighbours, 
encourages 
faster reading, and 
concentrates the 
mind wonderfully. 

(To fold down to 
a single column 
of the Financial page 
is considered the 
ultimate achievement.) 



































PB The Abbey 
Habit 


This invaluable habit consists 
of calling at your Abbey 
National SS and paying in 
money whenever you Be some. 

These savings then accumulate 
securely earning a high rate of 
interest.” 

You pay no charges. And can 
get e money without fuss. 

tis not long before you 
have a very substantial sum of 
money at your disposal: which 
may give you a much wider 
view of things. 





* Basic rate income tax on the interest 


is paid by the Society. 


Get the Abbey Habi 


and watch your money STOW with Abbey National 








Abbey National Building Society, Dept. 941, Abbey House, Baker St., London NW1 6XL. For the address of your nearest branch or local agent, see Yellow Pages. 
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Cost of Social Security 


HETHER the welfare state as evolved in Britain 

meets all the needs of the community in general and 
individuals in particular is a matter for argument. What is 
not in dispute is its cost. Over half the Budget revenues are 
now expended on welfare services, ranging from education 
to retirement pensions and from industrial injuries to 
maternity benefits. 

In the past, social policy has developed piecemeal and 
all too often without full appreciation of the relevant facts. 
Recently, however, the need for social research has been 
recognized by the Government and the Civil Service but, 
while in most areas there is no shortage of official statistics, 
they tend to be the by-product of the administrative process 
rather than the basis for rational policy formulation. 

About three years ago it became clear that a major review 
of social statistics was to be made — not least, perhaps, 
because of the new-found awareness of the extent of poverty 
and hardship in the affluent society. There was the further 
consideration that the alleviation of poverty was an expensive 
business and there were limits to the taxpayers’ readiness 
to participate in the redistribution of incomes. Hence the 
basis for some system of priorities was urgently required. 

One of the by-products of this new statistical enterprise 
has now been published in Social Security Statistics 1972 
(HMSO, £2:25). This publication covers only part of the 
work of the welfare agencies, in this case the Department 
of Health and Social Security, with particular reference to 
pensions, unemployment and sickness benefits, supple- 
mentary assistance and other forms of family income sup- 
port. While it presents a wealth of detail, it is a pity the 
needs of the administrator have so clearly outweighed 
the interests of the cost-conscious citizen; it is still very 
difficult to gain an overall picture of this aspect of the 
welfare state. 

Nevertheless, from its two hundred or so pages, some 
interesting items of information emerge. Between 1963 and 
1972 the number of retirement pensioners rose from just 
under 6 million to 7-7 million. Of this number, 5 million 
were women of whom 2 million received their pensions 
from their own insurance compared with 1-5 million who 


derived it on their husband’s contributions, as did a similar 
number of widows. 

The adequacy or otherwise of the State retirement 
pension and other benefits is not easy to assess. But in 
1972 there were 7 million claims to supplementary benefit 
and, of the 3 million people in receipt of such benefit in 
November 1972, Io per cent were sick, 14 per cent un- 
employed, and almost 70 per cent were over pension age. 
These beneficiaries had ‘a further 1-6 million persons 
dependent upon them so that, in sum, in the affluent 
society — where the prospect of petrol rationing sometimes 
appears to constitute a major problem —a total of 4'5 
million are dependent upon supplementary help to maintain 
a basic standard of life. 

The post-war period has witnessed a significant change 
in opinion on the provision of support for the needy. Ten 
years ago a single person could claim benefits in event of 
sickness or unemployment equal to about one-quarter of 
his gross pay after tax and insurance. By 1973 the ratio of 
benefit to net pay had risen to just over a half. For childless 








ON OTHER PAGES 


634 Commercial Accountants to Integrate 
639 Pension Scheme Requirements 
Insurance Correspondent 
642 Accounting for Inflation: A Fundamental Question 
R. W. Scapens, M.A.(Econ.), A.C.A. 
646 Strategic Evaluation of Acquisition 
D. E. Hussey, B.Com., A.C.1.8. 
649 Glendevon Investment Trust Prospects 
656 The Accountant in Industry 
President's Remarks at Hull Dinner 
657 American Institute’s Annual Meeting 
Current Affairs 634 Letters 655 
This is My Life 638 Student Roundabout 659 
VAT Tribunal Decisions 645 Notes and Notices 662 
Finance and Commerce 649 In Parliament 664 








THE 
634 ACCOUNTANT 


` married couples the corresponding ratios are 39 and 65 per 


cent; while for couples with two children the ratio has 
jumped from 47 to 74 per cent. The implications of this 
level of benefits for the lower paid sections of the working 
population are self-evident. 

Despite the consequences of inflation, it would seem that 
social security benefits have fully kept pace with tile rise in 
retail prices. Since July 1948 there has been a more than 
fourfold increase in the standard rate of retirement pension, 
which corresponds to the proportionate increase in the 
average weekly pay of manual workers. Over the same period 
of time the index of retail prices has barely trebled. 

As emerged from the discussion of the proposed system 
of tax credits as set out in the Green Paper, the importance 
of the family allowance to the distaff side of the household 
cannot be under-estimated. In 1971 in Great Britain 
o million children attracted allowances out of households 
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which altogether contained over 11-3 million children. The 
7 million beneficiaries lived in 4-3 million households, which 
compares with figures of 5-9 million in 3-6 million house- 
holds a decade ago. 

At first sight, matters of this nature seem far removed 
from the purview of the professional accountant. Yet, if the 
claims by the needy upon the community could be eli- 
minated, then a good deal of accountants’ tax work would 
be unnecesary. In 1971-72 total expenditure on social 
security benefits alone exceeded £4,200 million — a figure 
double that of ten years ago. Moreover, there are now the 
assurances of the White Paper on Public Expenditure to 
1976-77, as well as the Shadow Chancellor’s that the 
growth of such expenditure is not going to fall. And, as 
Mr Healey observed, if there is to be further redistribution 
of the national cake, it will not be just the rich whose tax 
bills will go up. 


Commercial Accountants 


to Integrate 


VERWHELMING majorities of 
the membership of all three par- 
ticipating bodies have endorsed the 
definitive proposals to merge their 
separate identities in “The Society of 
Company and Commercial Account- 
ants’ (The Accountant, August 30th). 
More than 98 per cent of those voting 
in each case supported the proposals. 
The result of the three polls was 
officially confirmed last week as 
stated below. 

Mr Lawrence Ludford, M.COM., 
President of the Institute of Company 
Accountants and the senior surviving 
founder-member of any of the three 
bodies, has been invited to become the 
first President of the new Society, with 
Mr J. Peter Ford, C.B.E., M.A., cur- 
rently President of the Society of 
Commercial Accountants, as the first 
Vice-President. Initially, the new 
Society will be governed by a Council 
composed of the present chairmen of 
the three bodies and sixteen other 
members, of whom seven will be 


Society of Commercial Accountants 
Institute of Company Accountants 
Cost Accountants’ Association . 


nominated each by the Institute and 
the Society, and two by the Cost 
Accountants’ Association. 

Approval of the scheme in principle 
— including the choice of name, and 
use of the designatory initials FSCA 
and ASCA for fellows and associates 
respectively — has already been ob- 
tained from the Department of Trade 
and Industry and, subject to comple- 
tion of the necessary legal and ad- 
ministrative formalities, it is hoped to 
inaugurate the unified Society with 
effect from July rst, 1974. 

The registered office will initially be 
at 1x Portland Road, Birmingham — 


the present offices of the Institute of ` 


Company Accountants — but the Com- 
mercial Accountants’ premises at 40 
Tyndalls Park Road, Bristol, will also 
be ‘retained to deal with students’ 
records and correspondence, examina- 
tions and all procedures up to admis- 
sion to associateship, together with the 
library and research activities. 
Speaking to The Accountant this 








For Against Total 
1,589 ro 1.599 
2,817 42 2,859 

250 5 255 
4,656 57 4,713 














week, Mr R. H. S. Beacham, B.COM., 
B.SC.(ECON.), F.COMM.A., Director and 
Secretary of the Society of Commer- 
cial Accountants, welcomed in par- 
ticular the increased scope for educa- 
tional and research activities which 
might be expected to follow the mer- 
ger. With a total membership of 10,000 
qualified members and 5,000 students, 
the unified Society would be in a 








Mr J. Peter Ford 
Vice-President 


Mr L. Ludford 
President 


position to mount a far more extensive 
programme than could have been 
supported by any of the individual 
bodies. 

This is the second professional 
merger to be approved during 1973 — 
as forecast in our issue of December 
28th last. The present development, 
following assimilation of the member- 
ship of the Faculty of Auditors into 
the British Association of Accountants 
and Auditors (The Accountant, April 
19th), has reduced by three the total 
number of accountancy bodies in the 
United Kingdom. 
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The Case.For 
Multinationals 


HERE is no such thing as a ‘typical’ 

or ‘representative’ multinational 
company or corporation. In evidence 
recently to an eminent panel of the UN 
Economic and Social Council, Sir 
Ernest Woodroofe, chairman of Uni- 
lever. Ltd, emphasized that the size, 
nature and geographic spread of 
multinationals varied greatly; generali- 
zations about their activities, he said, 
could be misleading. 





Sir Ernest Woodroofe 


"We are sorry to see trends towards 
more discrimination and more restric- 
tion in some parts of the world’, Sir 
Ernest continued. ‘The result is to 
discourage direct foreign investment 
and slow down economic progress. 
We believe that the benefits of such 
investment are mutual. 

“We, as a multinational, have the 
benefit of profitable investment; the 
host country has all the benefits of 
capital, technology and management 
skills. These have been spelled out in 
detail in many documents; what does 
not appear to have been spelled out so 
clearly is that some of these benefits 
to the host country cannot be obtained 
except by multinational corporations — 
such as Unilever ~ making direct 
investments.’ 

Despite popular impressions of the 
power and influence. of multinational 
corporations, a company’s only power 
vis-d-vis government is the refusal to 
invest. Government, on the other 
hand, has a variety of opportunities 
to frustrate the company’s expecta- 
tions, which may be used fairly or 
unfairly. Examples quoted by Sir 
Ernest from the Unilever experience 
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include nationalization with inade- 
quate or no compensation; enforced 
sales of shares at inadequate prices; 
blocked remittances; discriminatory 
production quotas and taxation mea- 
suies. Unilever, since 1947, has written 
off $140 million, or roughly £50 million, 
of its investment in developing coun- 
tries because of government action. 

‘I believe’, he said, ‘that the biggest 
contribution we make to the countries 
in which we operate is in exchange of 
experience which enables us to build 
up international standards for the 
performance of our managements. 
Over a time, the standards set by 
foreign companies spill over into much 
of other industry. 1 believe that 
multinationals bring benefits which 
far outweigh the drawbacks’. 
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Caribbean Order for 
Certified Accountant 


HE Humming Bird Gold Medal 

of the Order of the Trinity — created 
by Royal Letters Patent in 1969 to 
recognize distinguished or meritorious 
services by citizens of Trinidad and 
Tobago — has been awarded to Mr 
George H. Pantin, F.c.c.a. 

Mr Pantin, a member of The 
Association of Certified Accountants 
since 1926, received his medal from 
the Governor of Trinidad at an investi- 
ture marking the eleventh anniversary , 
of Trinidadian independence. The 
award — the highest of its class — has 
been conferred ‘for exceptional ser- 
vices in the fields of accountancy and 
education’. 


Success Story of 
Chartered Accountants’ Hall 


ESPONDING to the toast of the 
Institute at last week’s annual 
dinner of the London and District 
Society of Chartered Accountants, the 
President, Mr E. Kenneth Wright, 
M.A., F.C.A., took the opportunity, as 
he said, ‘to indulge in a little counting 
of blessings’ — particularly in relation 
to, what he described as the success 
story of Chartered Accountants’ Hall. 
This, he said, must rank as one of 
the finest professional headquarters 
to be found anywhere in the world; 
a building of very high quality, of 
which members had every right to 
be proud. It was not merely a show- 
piece, but a functional building which 
served a variety of essential purposes. 
‘The standing of an Institute such 
as ours with the world at large depends 
on the quality of the work done by its 
members, and on its standards. Having 
said this, our public face is of import- 
ance, and the possession of this 
Institute building is of the greatest 
advantage. We have had many meet- 
ings with national and international 
leaders with whom we must work in 
harmony; with a dozen or more 
Ministers, headed by the Prime 
Minister; with permanent secretaries 
of government departments; with the 
Lord Mayer, and the Governor of 
the Bank of England; with the 
chairmen of many great industrial 
companies; with the Presidents and 


Directors of most professional ac- 
counting bodies in Great Britain and 
abroad, and with many others. 

‘Two years ago, more than 400 
visitors from Europe attended the 





Mr E. Kenneth Wright 


UEC meeting here, and last July the 
International Accounting Standards 
proposals were ratified by representa- 
tives of nine nations in the Council 
Chamber. 

Particularly happy occasions are 
those when students from all over the 
country who have gained honours 
attend with their parents and friends 
to receive their prizes.’ 
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One More at 
Westminster 


T result of the Edinburgh North 
by-election brings another account- 
ant to swell the profession’s rep- 
resentation at Westminster. He is 


Mr Alexander MacPherson Fletcher, 
C.A. who retained the seat for the 





Mr A. M. Fletcher 


Conservatives with a majority of 
2,741. 

Another Scots CA, Mr William 
Wolfe, contested the seat as a Scottish 
Nationalist and came into third place. 

Mr Fletcher, who qualified as an 
associate of the former Society of 
Incorporated Accountants in 1956, 
became a member of the Scottish 
Institute under the terms of the 1957 
integration scheme. He is the eleventh 
member of the accountancy profession 
` to sit in the present House of Com- 
mons, and the second Scots CA — the 
other being Mr Bruce Millan (Glasgow 
Craigton, Lab.). 


Uncollected Tax 


M ORE than {15 million of income 
tax was remitted or written off as 
irrecoverable during the year ending 
in October 1972 — the latest period for 
which figures are available. About half 
of the total relates to taxpayers who 
are now abroad or otherwise un- 
traceable. 

Announcing this recently in the 
course of a Parliamentary written 
answer, Mr John Nott gave the 
following analysis (next column) as 
between Schedules D and E: 

The Schedule D column, Mr Nott 
added, also includes amounts for 
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£000s 
Remissions : Sch. D Sch. E 
Hardship ie de 29 368 
Equity .. a 815 9 
Miscellaneous; amount 
recoverable not suffici- 
ent to justify proceedings 3,558 127 
4,402 504 
irrecoverable: 
Insolvency d ee 2,680 229 
Taxpayer abroad or un- 
traceable ey Ss 7,306 232 





£14,388 £965 


Schedules A and B, though these are 
‘not likely to be significant’. Prac- 
titioners who have been brought up in 
the creed that there is ‘no equity in a 
taxing statute’ may nevertheless note 
that equity is acceptable as a ground 
for remission of some £824,000. 











Mineral Taxation in 
Ireland 


HE Government of the Irish 
Republic has released details of its 
taxation proposals for mining com- 
panies, following its sudden abolition 
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of the much-criticized 20-year tax 
holiday (The Accountant, October 
1itb), and has given the grumbling 
companies a three-week period in 
which to try to justify concession. 
From April 1974 the companies will be 
assessed on the standard 50 per cent 
rate for income tax and corporation 
profit tax, plus a royalty on an un- 
disclosed basis. The previous’ rate 
ranged between 4 and io per cent. 

Generous allowances are indicated. 
Prospecting and exploration expendi- 
ture, previously spread over the shorter 
of the mine’s life or 20 years, will be 
allowed at 120 per cent. Pre-produc- 
tion and unused allowances may be 
carried forward. Development costs 
incurred in winning access to mineral 
deposits or in constructing works of 
insignificant residual value will be 
allowed in full, instead of over the 
20-year life span described above. 

As regards capital expenditure, 120 
per cent of the cost of plant and 
machinery may be charged against the 
year’s profits, and consideration is 
being given to allowances for such 
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HOSPITAL TREASURERS’ CONFERENCE 


Mr B. G. Bush, F.C.A., F.H.A., President of 
The Association of Hospital Treasurers 
addressing the Association’s annual con- 
ference in London tast week. On Thursday 
the Conference was addressed by Sir Keith 
Joseph, the Minister for Social Services, and 
on Friday by Sir Desmond Bonham-Carter, 
Chairman of the S.W. Metropolitan Regional 
Hospital Board, who also proposed the toast 
of the Association at Friday’s annual 
luncheon. 

Responding to the toast, Mr Bush referred 
to the forthcoming reorganization of the 
Health Service; because he said, this involves 
integration of the present three parts of the 
service, ‘it will in fullness of time provide a 


better service’ and it was their task to assist in 
making it work. With treasurers and finance 
officers on management teams he wanted to 
see the development of ‘positive finance — the 
use of financial administration in a constructive 
rather than restrictive way’. 

As to the Association itself, it had been 
invited to form the nucleus of a Health Service 
Division of the new Institute of Public 
Finance and Accounting under which the 
Institute of Municipal Treasurers and Account- 
ants is to be reconstituted (The Accountant, 
November 8th). It was therefore likely that 
the Association would continue under the 
umbrella of the new Institute as The Associ- 
ation of Health Service Treasurers. 
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expenditure already incurred. Special 
provisions for tax allowances in cases 
of marginal mines likely to close or to 
suffer substantial life shortening will 
be included in the new legislation. 

There will be no tax relief on ex- 
ported ore. 


CABA Honours 
Sir William Carrington 


HE Chartered Accountants’ Bene- 

volent Association has accepted, 
with great regret, the recent retirement 
from its management committee of Sir 
William Carrington, F.c.a. Sir William, 
who was President of CABA over the 
years 1957 to 1968, has served its 
management committee for over 30 
years. 

To mark this outstanding record 
of service, Sir William and Lady 
Carrington will be guests of honour 
at a dinner to be given by the President 
of CABA, Mr Henry Peat, c.v.0.,D.F.c., 
F.c.A., and the management committee 
at Chartered Accountants’ Hall on 
November 15th. 

A former senior partner of Whinney 
Murray, Sir William was Vice- 
President of the English Institute in 
1954-55 and President in the following 
year; he was a member of the Insti- 
tute’s Council from 1942 to 1969. His 
other professional appointments in- 
cluded membership of the Central 
Valuation Board and Panel of Referees 
under the Coal Nationalization Act 
1946; the Royal Commission on Taxa- 
tion; and the Millard Tucker Com- 
mittees on taxation of trading profits 
(1949-51) and taxation of retirement 
provisions (1950-53). He received his 
knighthood in the 1958 Birthday 
Honours. 

A CABA spokesman this week paid 
tribute to the manner in which Sir 
William had always given priority to 
the Association’s affairs, regardless 
of the needs of his own practice and, 
at times, of his own health. ‘His 
influence has proved to be of profound 
importance in the development of the 
financial strength of the Association. 
He was readily available for consulta- 
tion, and in dealing with the relief of 
those in need of assistance, he dis- 
played in every case a human and 
far-sighted approach. 

‘The time and interest devoted to 
CABA affairs by a person of Sir 
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CAPA 1973. Among the distinguished guests at this year’s Conference of Asian and Pacific 
Accountants, which concluded in Bangkok last Saturday, was the Premier of Thailand, 
Professor Sanya Dharmmasak. The Premier is here greeting Mr H. H. Burgess, President of 
The Institute of Chartered Accountants in Australia, with Mr Narb na Nakorn, Conference 


Secretary (/eft). 


The Institute of Certified Accountants and Auditors of Thailand was the host body to over 
800 delegates — a record number — from 20 countries, including Australia, Japan, Canada, 
Fiji, India, Pakistan, New Zealand and the United States. Dr K. H. Forster, President-elect of 
the Eleventh International Congress of Accountants to be held in Munich in 1977, was also 


present. 


Sri Lanka (Ceylon) has been announced as the venue for the next assembly of CAPA, in 1976. 





William’s standing over the past 30 
years must surely be an example to 
younger members of the profession to 
follow in his footsteps.’ 


Disqualification of 
Directors 


OWERS contained in section 188 

of the Companies Act 1948 have 
been used, since July 1st, 1948, to 
disqualify 149 persons from acting as 
directors or otherwise taking part in 
management of a company. The mini- 
mum period of disqualification in any 
case was two years, and the statutory 
maximum of five years was imposed in 
107 cases. 

These figures were given recently 
by the Minister for Trade and Con- 
sumer Affairs, Sir Geoffrey Howe, 
OC MP, in reply to Mr Greville 
Janner, Q.C., M.P. (Leicester North- 
West, Lab.). Mı Janner has com- 
mented on several previcus occasions 
on the apparent ease with which direc- 
tors of insolvent companies are able to 
participate in other similar businesses. 

Section 188 empowers the Court to 
impose a period of up to five years’ 


disqualification upon any person con- 
victed on indictment of offences in 
connection with the promotion, forma- 
tion or management of a company; 
or who, in the course of liquidation, 
appears to have been guilty of an 
offence against section 332 of the Act 
(conduct of business with intent to 
defraud creditors) or otherwise of 
fraud or breach of duty as an officer of 
the company. 


Sole Practitioners” 
Arrears of Work 


OMPLAINTS of neglect and 
delay in attending to professional 
business are a source of increasing 
concern to The Institute of Chartered 
Accountants in England and Wales. 
According to a recent announcement 
by the Institute’s Investigation Com- 
mittee, the number of such cases has 
increased fivefold over tne past seven 
years. . 
Recent experience indicates tha 
some two-thirds of all complaints 
under this head are made against sole 
practitioners. “There is no doubt’, the 
official announcement concludes, ‘that 
the risk of being overwhelmed by too 


" 638. 


much work is higher for sole practi- 


tioners than for partnerships’. 

Complaints of this kind, moreover, 
significantly outnumber those of ad- 
vertising and solicitation for profes- 
sional business. The Institute has 
reacted strongly to suggestions that its 
present rules against advertising are 
‘loaded’ to protect the established 
firms; only three of the Investigation 
Committee’s twelve members, it is 
pointed out, are drawn from ‘big 
firms’. 
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Successful Local 
Authority Audit.Course 


OCAL authorities may now opt 

for professional audit of their 
accounts in areas which have hitherto 
been the prerogative of the District 
Audit Service. To meet the need 
for members to be fully informed of 
their responsibilities in this important 
field, The Institute of Chartered 
Accountants in England and Wales 
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Ses November 5th; 1973. 
‘Local authority audits’, which was 
attended by over 100 members. 

With the co-operation of The 
Institute of Municipal Treasurers and 
Accountants and the District Audit 
Service, a team of distinguished 
speakers was assembled under the 
chairmanship of Mr G. E. Bainbridge, 
T.D., F.c.A. These included Dr A. 
Hedley Marshall, cp, a Past-Presi- 
dent and honorary Fellow of the 
IMTA, now Associate Director of the 
Institute of Local Government Studies 
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Cash Flow in 
the Rain 


by An industrious Accountant 


. WE have a whopping big bank overdraft, due largely 

to funding our ever-increasing stock-in-trade, so we 
watch our cash flow like hawks. Hence my annoyance when 
the chief accountant of a company that buys heavily from 
our shirt factory aspersed our system. 

“Your place must be loaded with the readies’, he smiled, 
‘seeing that you took nearly a fortnight to lodge our last 
cheque. Lucky blighters!’ I gave him the cold stare treat- 
ment and contacted our financial man as soon as possible. 

He said with some concern that the cheque had arrived 
with the usual bundle of post; he’d spotted it was dated 
ten days earlier, but hadn’t followed it up. 

We talked to the office manager, who went red with 
annoyance as he spluttered an explanation. Apparently 


quite a few letters are dropped in at the back transport . 


section office by van-drivers collecting goods, or by casual 
customers seeking parking space. Any transport bloke 


entering our main building was asked to drop the post 


into the mail room, but the nits sometimes forgot. In fact, 
he himself had recently ticked them off properly for 
forgetting once too often — since when they’d been dashed 
unco-operative and were doing some sort of work-to-rule 
nonsense. . . 

No, he hadn’t told any of his own staff to collect; it 
would be setting a bad precedent. I enlightened his dark- 
ness rather forcibly, so he went redder still and assigned 
Daisy to collect daily in future. 

She’s pretty, and she blushes easily, so she ran a gauntlet 
of wolf-whistles for a while, but ultimately they softened 
up and queued to hand her the letters. 

Yesterday the heavens opened. The hailstones rattled 
on the macadam, and Daisy hesitated to cross the wide open 
space back to the office. That was when big Jack of loading 


last week launched its first course on 


bay No. 2 had a rush of chivalry to the head and piled up 
a crime-sheet unprecedented in our history, as follows: 
(1) Taking time off without supervisor’s permission; 
(2) Taking delivery van without permission, he not being 
_ a registered company driver; 

(3) Driving said van improperly through ‘Customers 
Only’ car park and side-swiping Daimler; 

(4) Using threatening and/or abusive language to super- 
visor, car park attendant, Daimler chauffeur, and 
main building commissionaire; 

(5) Creating alarm and despondency in transport section 
by punching wolf-whistler who laughed injudiciously ; 
and 

(6) Telling transport manager what he could do with his 
printed regulations. 

Now Prinny and two transport union representatives are 
locked in anxious conference; the whistlers will walk out 
to a man if Jack isn’t reinstated; the typing pool is buzzing 
endlessly with congratulations to Daisy; and excited lady 
customers (you know our grapevine) are buying all before 
them. 

Just shows what we suffer for our cash flow. 
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To discover 
the advantages 
that only 


Investment 
~N FTrUSt 


Companies 


can offer, 


send for the free booklet 
for investment advisers. 


Please send me a free booklet on "Investing in 
Investment Trust Companies": 


| 

| Name 

| Address 
| 

| 


Post to: The Association of Investment Trust Companies 
7 Angel Court, Throgmorton Street, London EC2R 7HS 


` established 1577 


auctioneers 
and 
valuers 
industrial 
. properties, 
plant and 
machinery 


46, GRESHAM STREET, LONDON, E.C.2. . 


Telephone Telegrams 
01-606 3422 (10 lines) SITES, LONDON, E.C.2, 





B5 


Day Care. 
keeps 
families 


together 


(with a little help from you) 


Help Now! Donations to:- ` 
NATIONAL CHILDREN'S HOME 
85 HIGHBURY PARK, LONDON N5 1UD. 





WILLSON & MAINPRICE 
ON VALUE ADDED TAX 


by D. J. WILLSON, HUGH MAINPRICE and 
E. L. GOMECHE 


TWO VOLUMES (total number of pages exceeds 
1,100). Volume II loose-leaf with up-dating service 
£12-50. 


‘The text of Volume I is longer and more compre- 
hensive than that contained in any other work yet 
published on this new tax.’ — Law Society Gazette. 


‘The credentials of the authors are impeccable.’ — 
Transterra Business Brief. 


"For someone wishing to obtain a good general 
introduction to VAT followed by a comprehensive 
view of its main features, this is probably an ideal 
book.’ — Law Society Gazette. 


‘A most impressive team has produced this work 
. The exposition is lucidly written and easy to 
follow.’ — The Accountant. 


Obtainable from VAT Planning & Publications Ltd, 
Crusader House, 14 Pall Mall, London SW1, or 
any branch of the Solicitor’s Law Stationers. 
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at Birmingham University; Mr J. M. 
Bowen, F.1.M.T.A., Chief Executive 
Officer and Town Clerk ‘of Bourne- 
mouth; Mr J. Spiers, of the District 
Audit Service; and Professor J. D. 
Stewart, of the Institute of Local 
Government Studies. 

Starting with the structure of local 
government and the functions of the 
new authorities created by the Local 
Government Act 1972, the course 
went on to deal with the form and 
content of local authority accounts, 
and statutory and other regulations 
relating thereto. The role of the 
auditor, his appointment, rights and 
duties, with particular reference to the 
requirements of the DoE Code of 
Practice, were presented, together 
with papers dealing with special 
features of thcse accounts previously 
the sole responsibility of district 
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Trustee Investment 
Management Service 


KR VESTMENT skills and the money 
management expertise of a majer 
merchant bank are now available 
to smaller trust funds, through the 
medium of Trustee Investment Man- 
agement Service (TIMS) introduced 
recently by Hill Samuel Professional 
Adviser Services. 

Research amongst trustees has 
shown that, especially in fast-moving 
modern conditions, both investment 
management and administrative details 
posed growing and increasingly com- 
plex problems. Many trustees pointed 
to the need for further professional 
guidance and expressed disquiet at 
their lack of it; a periodic six-monthly 
portfolio review is seldom adequate in 
a rapidly changing investment climate. 
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Designed to meet the requirements 
of most categories of trust funds — 
down to a minimum fund of £10,000 
- TIMS will undertake to give a 
suitable investment spread, balancing 
the conflicting requirements of bene- 
ficiaries; to review investments con- 
stantly in light of changing economic 
trends; to consider merits of merger 
proposals and act as needed; maintain 
investment records; collect, record and 
pay out income; prepare tax returns; 
and report to beneficiaries. 

The initial fee is £25 plus VAT to 
cover valuation, and recommendation. 
This fee is refunded upon acceptance 
of the full service which, if full dis- 
cretion can be granted, is then costed 
at the rate of £25 a quarter plus 1/16th 
per cent of the value of the invested 
funds, excluding the amount invested 
in unit trusts. 


auditors. 





Pension Scheme Requirements 


by OUR INSURANCE CORRESPONDENT 


Important rules on the preservation of pension benefits — including the case of 
‘early leavers’ from a scheme — are contained in the new Social Security Act. 

In this article our Insurance Correspondent reviews the conditions pre-requisite 
for the approval of employers’ schemes by the Occupational Pensions Board. 


Our apart from the fact that after April 1975 every 
employee must be entitled to a pension giving specified 
minimum benefits in addition to the State basic pension 
scheme, the Social Security Act lays down that every 
pension scheme (whether or not it is used for recognition) 
must ensure that the benefit rights of members who leave 
their job before reaching pension age are not lost. To 
qualify for the preservation of benefit rights, an employee 
who leaves before normal pension age must have reached 
the age of 26, and must also have completed a minimum of 
five years of qualifying service. 


Pensionable service 


These five years of qualifying service may be pensionable 
service under the scheme which is being left, service in 
recognized pensionable employment, or service in another 
scheme linked by a transfer, or a combination of these 
three. 

The definition of ‘pensionable service’ is service in the 


employment which counts towards entitlement to benefits 
under the scheme. Also included in this definition is 
service which is bound to count for benefit rights even 
though, at the time, the individual may not have been a 
member of the scheme ~ the kind of situation which may 
arise where members are entitled to join a scheme only 
after they have been in the employment for, say, two years. 
If, however, at the end of that period, they are automatically 
admitted to the scheme and pension rights are given as a 
matter of course in respect of the ‘waiting period’, such 
employees will be entitled to preserved benefit rights if 
they leave the employment after a total of five years’ 
service — provided, of course, they have reached the age 
of 26 by that time. 

Naturally, if an employee who leaves has been in mem- 
bership of more than one pension scheme while with the 
same employer, all the pensionable service must be added 
together to see whether there is a total of five years’ 
pensionable service in the employment as a whole. This 
procedure does not apply where an employee belongs to a 
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centralized scheme, or to a group scheme covering several 
employments. In a centralized employment, an employee 
will continue to qualify for preserved benefits, even if a 
particular period of employment covered by the scheme 
should be less than five years, provided he has satisfied 
the qualifying conditions for the scheme as a whole. 

If a member leaves an employment and qualifies for 
preserved benefits, these must generally be paid not later 
than the normal pension age for the scheme. ‘Normal 
pension age’ is looked upon as the earliest age at which 
the member would have been entitled to receive benefits 
under the scheme at retirement — disregarding special 
provisions for early retirement on such grounds as ill 
health. 

If, however, a scheme’s normal pension age is earlier 
than the age of 60, preserved benefits may be paid at that 
age. If they are in the form of a lump sum, they may not 
normally be paid earlier than the normal pension age of 
the scheme — unless the member retires early on grounds of 
ill health, or (if pension age is later than age 50) he has 
reached the age of 50. 


Payment of benefits 


There are a number of ways in which benefits can be paid; 
for instance, they can come directly out of the funds of a 
scheme, or they can be provided in advance by the purchase 
of a deferred annuity. Provided that the member agrees, 
there are a number of different methods which may be 
used for maintaining the member’s benefit entitlement, 
and these may replace the preserved benefits in whole or 
in part. For instance, a transfer can be made to another 
scheme, including overseas schemes approved for this 
purpose by the Occupational Pensions Board. 

Another method is for a reduced benefit to be paid 
earlier than the scheme’s normal pension age — usually if 
the member retires early on grounds of ill health or, if the 
pension age is later than 50, after reaching that age. 
Sometimes it may be preferable for an increased benefit 
to be paid at a later date than normal pension age. On the 
other hand, benefits may be paid under an insurance 
contract if they are different from those provided by the 
scheme — for example, benefits in a standardized 
form. 

The Occupational Pensions Board is allowed to permit 
other methods to be used, provided they consider them to 
be suitable means of maintaining benefit rights. 

Schemes are not allowed to have rules which treat a 
member who leaves before pension age less favourably 
than if he had remained in the employment until retire- 
ment. This means that discretionary rules in a scheme must 
not specifically exclude early leavers from their application 
— even though the Act does not lay down any requirements 
as to the exercise of any discretion. 

In the same way, any rights which exist for the com- 
mutation of pension benefits into a lump sum, for the 
allocation of part of a membere personal benefit to provide 
benefit for a widow or dependant, or for taking a reduced 
but immediate pension before pension age, must be made 
available to those who leave early if these options are open 
to members who remain in the scheme until retirement. 
Naturally, however, these requirements do not apply if a 
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member has already left before a rule is introduced — 
provided it does not curtail his existing rights. 

As part of the preservation, ‘package’ schemes will not 
be allowed to offer a member a refund of his own con- 
tributions instead of the preservation of benefits, provided 
a member satisfies the qualifying conditions. 

Nevertheless, since it has been possible for members to 
obtain a refund of their own contributions in the past (but 
not to take in cash form the contributions of their employ- 
ers), a member who leaves in the future will be allowed 
to take a refund of his contributions for pensionable 
service before April 6th, 1975. And, if a member leaves in 
the period up to April 6th, 1980, and takes a refund for 
his earlier service, he may also take a refund of contribut- 
ions for service up to the time of leaving. 


Preservation 


In most cases, preserved benefits must be calculated 
by using the normal rules of the scheme for the calculation 
of the benefits- of members who remain in employment 
until retirement. This is so whether the benefits are based 
on a member’s average pensionable earnings over the 
whole period of his service with an employee, or on his 
final earnings when he leaves the employment, or whether 
the benefits are purchased in relation to contributions or 
premiums paid. In this way, a member who leaves should 
receive the appropriate proportion of the benefits which he 
would have earned if he had stayed in the same employ- 
ment until reaching pension age. 

As an example, if a member earns a cash unit of pension 
for each year of service in a particular grade or salary, the 
preserved benefit must be the sum total of the units which 
have been earned prior to leaving service. Thus, if a 
member earns the right to, say, one-sixtieth of his pension- 
able earnings at retirement for each year of pensionable 
service, and leaves after ten years of service, his entitle- 
ment to a preserved pension should be ten-sixtieths of 
his earnings at the time of leaving. If the benefits under a 
scheme are the proceeds of an insurance policy with no 
particular rate of benefit being specified, a member who 
leaves will be entitled to the proceeds of that policy as a 
preserved benefit. 


Average earnings 


If, on the other hand, benefits under a scheme are related 
to earnings at or near the normal pension age of members, 
earnings must be assessed on the same basis for the 
purpose of benefits which are to be preserved. For 
example, this may be the average of earnings over the 
three years prior to leaving, or of the best three out of the 
preceding ten years — as the case may be. If a member 
should leave before having served the necessary period to 
arrive at an average, the average over the period during 
which the employee had served can be taken. 

Whilst that may seem quite straightforward, the basis 
of some schemes in practice is such that the application 
of: normal rules to those who leave early would not be 
reasonable or would not produce a fair result. Schemes 
which fall into this category are those where benefit is 
fixed at a particular rate or amount, regardless of the length 
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of service; thus the scheme’s own rules would not show 
how much pension had accrued at any particular time. 

There are also schemes where service counts at a higher 
rate after a certain age or length of service. Clearly, here, 
members serving for shorter periods are at a disadvantage 
when they leave. 


Minimum formula 


Where difficulties such as that would arise, benefits have 
to be calculated as a minimum according to a formula 
laid down in the Social Security Act 1973. This ensures 
that anyone leaving early receives the appropriate pro- 
portion of benefits which he would have received if he had 
remained in the scheme until normal retirement. 

For instance, where a scheme provides for a fixed 
benefit, a member who leaves must be entitled to a preserved 
pension calculated on the following basis. His pensionable 
service up to the time of leaving must be expressed as a 
fraction of the whole of the service which he could have had 
up to pension age; this fraction must then be applied to 
the fixed benefit. 

The following example of this method has been quoted. 
In a scheme providing a fixed benefit of £400 a year, with 
a retirement age of 65, a member who joined at the age of 
35 would have 30 years’ prospective service. Should he 
leave at the age of 50, he would be entitled to a preserved 
pension of fifteen-thirtieths of the £400 pension — Le. 
£200 a year. - 

If, on the other hand, a scheme provided a benefit of 
two-thirds of final pensionable earnings for all members 
with more than ten years’ service, a man in the position 
quoted above would receive (fifteen-thirtieths x two-thirds) 
of his earnings on leaving. 

The position with a scheme which has higher accrual 
rates for later years of service would mean that the entitle- 
ment for anyone leaving early would be calculated in much 
the same way. For instance, a fraction calculated in the 
same way as mentioned above would be applied to the 
maximum pension which the member could have earned 
if he had stayed in the employment to normal pension 
age, leaving aside any increase which might have arisen 
in a final earnings scheme due to pay increases. 

To show the application of this, one can take a scheme 
with a pension age of 50 which provides for a maximum of 
forty-sixtieths of final earnings after 30 years’ service by 
counting every year up to 20 years for one-sixtieth, and 
each year after that for two-sixtieths of final earnings. In 
this case, a member who joined at the age of 20 would have 
prospective service of 30 years. Should he leave after only 
15 years, he would be entitled to a preserved pension based 
on at least (fifteen-thirtieths x forty-sixtieths) of his earn- 
ings at the time of leaving — payable not later than the age 
of 60. 

Naturally, if the benefits of a scheme are improved, 
those who have left (with preserved benefits) before the 
change need not necessarily be entitled, under the preser- 
vation requirements, to share in the improvements. On the 
other hand, if a member leaves an employment after an 
improvement or addition to benefits, this improvement 
must be reflected in his preserved benefits. Should the 
improvement relate only to service from the date of the 
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change, the additional benefits in respect of that service 
fall within the normal provisions for calculating benefit. 

Should an improvement relate either wholly, or in part, 
to service before the change, special provisions may be 
applied by the scheme so that the part of the improvement 
relating to past service is preserved on a proportionate 
basis, with the remainder coming within the normal rules. 
The proportion of the addition for past service is calculated 
by relating a member’s pensionable service between the 
time of the improvement and his leaving to the whole of 
his pensionable service from the time of the improvement 
to pension age. Nevertheless, those responsible for schemes 
may preserve the whole of the improvement if they wish, 
particularly as this may be easier to achieve in some 
cases. 

If a scheme allows for members to contribute volun- 
tarily for additional benefits (often with a further contri- 
bution from the employer), the additional benefit must be 
preserved broadly to the extent that the member has paid 
his share of the cost. If the benefit, already, has been 
purchased in full, the full benefit must be preserved. If a 
member is making additional contributions by percentage 
deductions from his salary or wages, the amount to be 
preserved will depend on the comparison between the 
period for which he has contributed in this way and the 
period for which he was due to contribute. 

If contributions are for a fixed amount, the figure to be 
preserved will depend on the proportion of that amount 
which has been paid at the time the member leaves. If a 
member has agreed to pay by deduction from another 
benefit on retirement, the amount of the deduction, as 
well as the amount of the additional benefit to be preserved, 
will be proportionate in much the same way. Where it is a 
percentage deduction which is made, the same percentage 
will apply to the pension of a member leaving early as 
would have applied if he had stayed on until pension age. 


D 


Preserved benefits 


It is a requirement that a scheme which provides for 
increases to be made to benefits from time to time, as they 
are being paid, must make corresponding provision for 
preserved benefits when they are paid. Also, corresponding 
provisions must apply if a scheme provides for ‘bricks’ 
of pension to be increased over the period before they are 
put into payment. 

It is also a requirement that, where a rule gives scheme 
administrators, trustees or employers discretionary powers 
to increase benefits in these situations, this rule must not 
exclude those who leave early from its application, although 
the Act does not lay down any requirements about the 
exercise of a discretion in any particular case or category 
of cases. 

So as to help those employers wishing to ‘buy out’ by 
means of a deferred annuity, a scheme -which does not 
commit itself to a fixed rate of increase for members who 
stay on until they retire may choose to provide for pre- 
served benefits to be increased by a fixed rate ~ so long as 
this is not less than 3 per cent a year, compound 

A scheme must not contain any rule enabling the em- 
ployer to exercise any charge or lien on, or right of set-off 
against, a member’s preserved benefits — except in any case 


THE 
642 


where a debt to the employer arises out of a criminal, 
fraudulent, or negligent act or omission by the member 
of the scheme. Benefits which are awarded in respect of a 
transfer from another scheme, and minimum benefits in a 
scheme used for recognition must not be within the scope 
of any such rule. 

If there should be such a lien rule, there must be certain 
safeguards for the member. For instance, recovery must 
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be based on deduction from the actuarial value of the 
member’s benefits, unless the member agrees in writing to 
some other method of recovery. The member must be 
given a certificate which shows the amount recovered, and 
its effect on his benefits. Should there be a dispute about 
the amount due, the employer must not exercise the lien 
until the debt has become enforceable under a Court order, 
the award of an arbitrator or (in Scotland) an arbiter. 


Accounting for Inflation 


A Fundamental Question 


by R. W. SCAPENS, M.A.(Econ.), A.C.A. 


UBLICATION of the exposure draft ED8 by the 
Accounting Standards Steering Committee [The Ac- 
countant, January 18th] has greatly stimulated the debate \j 
on the subject of price-variation accounting.t Much of the 
discussion has concentrated on the technicalities of the } 


far-reaching implications and could be asked (in a modified 
form) even in the absence of inflation. 

Recent Government intervention highlights the import- 
ance of the question. The reason for the Government’s 
| action has not been made explicit, but appears to be related 


method of accounting suggested in ED8 and of the alter- | Í to macro-economic factors, such as the level of investment 
native methods suggested by other authors. Insufficient |: in the economy. There is also the possibility that the adop- 


attention has been given to the fundamental questions 
surrounding the issue of accounting for changing prices 
and price-levels. 

When justifying its proposals, the ASSC appears to 
answer a question of the form ‘Why adjust conventional 
financial statements for inflation? The answer given is 
that inflation affects the values reported in the statements, 
and thus that it would appear desirable to report the effects 
of inflation. Paragraph 1 of ED8 claims that: 

‘It is important that managements and other users of 
financial accounts should be in a position to appreciate the 
effects of inflation on the businesses with which they are 
concerned ... The purpose of this statement [ED8] is to 
establish a standard method for calculating the effect of changes 
in the purchasing power of money on conventional historical 
cost accounts.’ 

This is a very restricted view of the problem and of the 
potentialities of price-variation accounting. However, the 
work of the ASSC must be seen in the context of the 
strategic position of the accounting profession in the United 
Kingdom and Ireland. This position will be discussed below. 

It is possible to suggest more fundamental questions 
which should be considered in any discussion of price- 
variation accounting. The question which seems to be 
fundamental to the current debate is: ‘For what emoe 
should inflation accounts be prepared? he questian Wa 











1 The expression ‘price-variation accounting’ is used to refer to methods 
of accounting which make adjustments for changes in the general level 
of prices or for changes in the prices of specific assets, or for both. The 
more popular expression ‘inflation accounting’ is restricted to methods 
of accounting which adjust for inflation — i.e., increases in the general 
price-level. 


tion of price-level adjusted accounts will disclose that many 
companies are less profitable than was previously believed; 
‘ us could lead to pressure for price increases and add to 
he Government’s problem of controlling inflation. Thus, 
here may well be economic factors of national importance 
o be considered in answering a question about the ob- 
ectives of preparing inflation accounts. 

The purpose of this article is to raise the fundamental 
question concerning the purposes of preparing financial 
statements, and to suggest a possible direction for the 
development of the debate. No simple answers are given to 
the complex issues which are raised, but it is hoped that 
the comments made will generate discussion and assist in 
bringing to the forefront of the debate the important 
fundamental questions involved. 


Various proposals 


The proposals which have been put forward in recent years 
as a means of accounting for changing prices and/or price- 
levels can be summarized in three categories of proposals: 


(i) profit should be calculated by valuing inputs and out- 
puts in terms of current values (for instance, replacement 
costs), with capital maintained in terms of the purchasing 
power to the shareholders of contributed capital; 


(ii) Profit should be calculated by valuing inputs and out- 
puts in terms of current values, with capital maintained 
in terms of the purchasing power to the firm of its current 
capital; or 


(iii) profit should be calculated by valuing inputs and out- 
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b "at 4 E E? 
Leek and who! 

“Leek and Westbourne, of course. One of linked to the Royal Insurance Group. Again, 
the biggest building societies. They know a high yield, with an endowment assurance 
how to look after people’s money and, provide policy built-in. You've the S.A.Y.E. Scheme. 
something for everyone.” Save for five years, collect a tax-free bonus 

“How?” equal to one year’s savings. Leave it all 

“Take their General Investment Account, untouched for two more years, and another 
for a start. You get 7:50% interest, that’s bonus! 

10:71% gross. Or their Regular Savings Impressed A" 

Scheme. Subscribe from £1 monthly to £30 “Marvellous! These Leek and Westbourne 

(£60, if your wife joins in), and your interest people sound very useful. Id like to hear more, 

is 8%, 11:42% gross. Still 8%, even if you opt especially as you're the expert.” 

out before the full term.” “Drop in tomorrow. I'll give you all the 
“That's pretty good. Is that all?” details, and latest figures then. They're very 
“Oh no! You've Savings Bonds, they are impressive.” 


All interest rates spoken of here apply to a basic rate income tax of 30% 
A safe name to invest in... 


Leek and Westbourne 


BUILDING SOCIETY 


Member of The Building Societies Association. Authorised for Investment by Trustees 
Chief Office: Newton House, Leek, Staffs. ST13 SRG. Tel: Leek 4351 
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ADVERTISEMENT 


Are you satisfied when you pay the invoices relative to 
your company’s present Office Cleaning Contract that 
you are getting the value for the money relative to the 
work being done as originally quoted? 


Your other service bills such as heat, light, power, rates, 
telephone charges, etc., all show the number of relative 
units charged for — so that you can query them if you 
don’t agree. Should not this principle be applied to your 
Office Cleaning Bills? 


We have a National reputation for disclosing all our 
costs including our fee as part of our initial quotation — 


and thereafter render a periodical account of all expendi- 
ture quarterly during the period of the contract, giving 
the client any applicable refund that may become due 
such as savings on wages or as the result of more efficient 
management of the job. 


We cannot therefore make money on the cleaning we 
don’t do, our profit being the originally disclosed fee only. 


Our National growth over a short period amongst the 
‘TOP 500’ firms in the country has been due almost 
entirely to this principle. 


May we show you how we can save you money too? 


P.O. Box No.: ACD 18, The Accountant, 151 Strand, 
London WC2R LI. 


Spicer and Pegler’s 


BOOK-KEEPING and 
ACCOUNTS 


Seventeenth Edition 


by W. W. Bigg, F.C.A., and 
R. E. G. Perrins, F.C.A. 


In this edition the opportunity has been taken 
to embody highly topical matters such as the 
interpretation of accounts, the valuation of 
undertakings and the accounting entries 
consequent upon devaluation. Recent recom- 
mendations from the Council of the Institute 
of Chartered Accountants in England and 
Wales for the guidance of their members 
have been included wherever this has been 
considered pertinent or helpful. 


Price £4:20 Post free £4-45 


H.F.L. (Publishers) Ltd 


9 Bow Street, London WC2E 7AL 
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The! Debt. 


Every year we pay homage, as a nation, to the dead of all 
three Services. 

And every year we forget the thousands who live on — after 
a fashion. 

For the dead and maimed are not the only casualties. All 
too many Soldiers, Sailors and Airmen suffer mental 
breakdown through over-exposure to death and violence. 
We help them in their own homes and in hospital, these 
men and women who have tried to give more, much more, 
than they could. We run our own Convalescent Home. 
For some, we provide work in a sheltered industry so that 
they can live without charity. And we provide a Veterans’ 
Home where they can see out their days in peace. 

Money alone can’t pay our debt. But it can go a long way. 
Please help us, and please tell your clients about us too. 





“They’ve given more than they could — 
please give as much as you can.” 


EX-SERVICES 
MENTAL WELFARE SOCIETY 


37 Thurloe Street, London SW7 2LL. 01-584 8688. 


LEWIS, COATES & LUCAS LTD 


LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
02-251 0344 (7 lines) 
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puts in terms of the general purchasing power equivalent 
of actual payments and receipts, with capital maintained 

. in terms of the purchasing power to the shareholders of 
contributed capital. 


Within each of these categories, there are numerous 
differing methods which have been advocated from time 
to time. The three categories represent theoretically distinct 
methods and are used as a basis for the following 
discussion. 

Why have differing proposals emerged in the literature? 
A major reason can be found in a fundamental difference 
of opinion about the reasons for measuring profit. For 
instance, a protracted debate took place in academic litera- 
ture about the relative theoretical superiority of proposals 
(i) and (ii). R. L. Mathews, who was very prominent in the 
debate, suggested that although some would argue that 
there is only one concept of income (or profit), it should be 
recognized that there are many concepts each of which 
might be regarded as valid or useful for certain purposes 
[Accounting Review, July 1968]. 


Different reasons 


An examination of the arguments put forward by the 
advocates of the differing proposals leads to the conclusion 
that the differences between the arguments of Mathews and 
his supporters and the arguments of their opponents stems 
from a difference of opinion about the reasons for measuring 
profits. R. S. Gynther [Accounting Review, April 1967] takes 
the analysis a stage further and examines the behavioural 
reasons for the standpoints adopted by such writers. 

Recent moves in the price-variation accounting debate in 
this country can be used to illustrate the above proposition. 
Many of the advocates of replacement cost accounting, such 
as H. J. Gray [Accountancy, September 1973] commence 
their atzack on ED8 by the assertion that the ASSC pro- 
posals are ‘irrelevant for most decision-making purposes’. 
Such an assertion indicates an underlying assumption that 
the objective of financial statements is to provide informa- 
tion for decision-making. Whilst the assumption of a 
decision-making objective may be accepted as realistic it 
must be stressed that it is only an assumption. 

Furthermore, it is likely to be an assumption which the 
ASSC has rejected. They comment in ED8: 


‘Replacement cost accounting and current or fair value 
accounting are concepts which can, and do, exist separately 
from the concept of general price-level adjusted accounting, 
and they will continue to be discussed and developed for the 
particular purposes for which they are intended.’ 


It may be reasonable to conclude that the source of dis- 
agreement in current debate is not the theoretical nature 
of the alternative proposals but the underlying assumptions 
about the objectives of producing annual financial state- 
ments. 


Long-term development 


It follows from the propositions outlined above that the 
selection of the most appropriate method of preparing 
financial statements from the alternatives available is 
dependent upon the answer to the question about the pur- 
poses which underly their preparation. An approach of this 
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nature indicates the direction in which it is desirable that 
the debate on price-variation accounting should develop. 

It is not suggested that it will be easy to achieve agree- 
{nent about objectives, but some progress may be made if 
we ask who actually uses the statements, and for what 
papaes they use them. 

A research project designed to obtain some insight into 
the answers to such questions is currently being under- 
aken at the University of Manchester. 


H It is to be expected at the outset that the users of such 


istatements will be many and varied. It has been suggested 
‘that members of the following groups should be included 
iin any list of potential users: 


(1) management; 

(2) employees; 

(3) customers; 

(4) stockholders (shareholders); 


(5) suppliers; 

(6) general public; 

(7) tax authorities; 

(8) government agencies. 


Furthermore, our assessment of objectives of preparing 
financial statements may require revision from time to time 
as some former users cease to make use of the statements 
and others begin to make use of them. Each of these users 
may require different information from the financial state- 
ments. 

An important question was raised, but not answered, by 
Mathews, in the debate referred to above: ‘Can accounting 
be developed as a system of measurement which is inde- 
pendent of the uses to which accounting data are put?’ This 
question has serious implications for accounting, as financial 
statements — and, in particular, published annual reports — 
are used for many purposes, e.g., decision-taking by 
investors, taxation assessments, government control and 
so on. Present accounting methods are supposed to satisfy 
all the various needs by a single system of measurement. 
It is possible, although it remains to be demonstrated, that a 
single measure of profit and method of asset valuation will 
satisfy the needs of all users. 


Objectives of accounts 


Any discussion about the preparation of accounts which 
reflect changing prices and price-levels should start with a 
clear specification of the assumed objectives for the prepara- 
tion of the accounts. If the profession as a whole is to select 
the most appropriate method from the available alternatives 
a general agreement must be reached about the objectives 
of preparing financial statements. Until such a general 
agreement is reached any introduction of a method of 
price-variation accounting should be considered a temporary 
solution. 

Failure to reach rapid agreement about the objectives of 
preparing financia] statements should not hinder research 
to establish appropriate methods of reporting. Any speci- 
fication of a proposed method should be preceded by a 
statement of the purposes to be served by the financial 
statements which are produced. Moreover, a statement of 
the objectives of financial statements must be something 
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more than a description of contents. For instance, in 1952 
| the Institute of Chartered Accountants in England and 
| Wales declared that ‘the primary purpose of annual 
accounts of a business is to present information to proprietors 
showing how their funds have been utilized and the profits 
derived from such use’ [Recommendation Ni, The Ac- 
countant, May 31st, 1952]. 

This statement fails to specify the uses to be made of the 


information and does-little more than specify the nature of 
the contents of thé accounts. The only positive contribution 
such a statement makes to the understanding of the ob- 
jectives of annual financial statements is the indication that 
the information is directed to shareholders. The next 
step might be to ask why the shareholders require this 


information. 


Short-term action 


If the above comments about the fundamental importance 
of objectives are accepted, the reader may legitimately 
inquire into the relevance of the current work of the ASSC. 
The committee will be considering the fundamental objects 
and principles of periodic financial statements, but the 
standards and exposure drafts published to date (including 
ED8) have been prepared before a position of agreement 
about the objectives of financial statements has been 
achieved. Only the ASSC can specify its perception of the 
role it is performing. However, it is possible to suggest a 
rationale for its current work which is consistent with the 
comments concerning the long-term development of 
‘financial statements which were made above. 


In the late 1960s and early 1970s, there were several so- , 


called ‘scandals’ which had a serious impact on the credit- 
ability of financial statements and accountants in general. 
Some large companies unexpectedly collapsed — their 
financial statements for prior periods disclosed no obvious 
signs of weakness. In addition, there were instances where 
independent accountants formed views of the financial 
results of certain companies which were very different from 
the audited accounts. This situation required some action 
by the professional accountancy bodies if accountants were 
to regain credibility with the business community. There 
were also fears that, if the professional bodies took no 
action, the government would intervene. 


Immediate priorities 


Accordingly, the ASSC was formed, and set to work to 
produce standards on a series of topics; but, if such a move 
was to achieve the aim of improving the public image of the 
accountant, some results were required quickly. The under- 
taking of a long-term research programme, although 
desirable, would not meet the immediate need. The fact 
that the Committee’s examination of the fundamental 
objects and principles of periodic financial statements was 
not published first does not indicate its lack of importance, 
but reflects the difficulty in preparing an exposure draft 
on the subject. 

The acceptance of such a rationale of the ASSC’s current 
work has important implications for the current debate about 
ED8. The ASSC proposals for price-level accounting fall 
into the category of standards which are used as short-term 
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expedients pending the completion of research to establish 
the objectives of preparing financial statements. Until 
some explicit agreement is reached about such objectives, 
it is inappropriate to criticize many of the standards issued 
by the ASSC (including ED8) except in so far as they fail 
to meet the short-term objective of improving the public 
image of accountants. 

If the introduction of the proposals contained in ED8 
fails to improve the credibility of financial statements, it 
would normally be preferable to continue with the existing 
system until the results of the long-term research pro- 
gramme indicate which is the most appropriate method to 
use. An exception to this generalization might be made on 
the grounds that the introduction of a ‘short-term’ (or 
provisional) standard of accounting practice would assist 
in the development of a more appropriate solution at some 
later date. For instance, it might be argued that only by 
experimenting with ED8 would it be possible to form a view 
of its usefulness for specified purposes. In such a situation 
the proposals of ED8 should be introduced, provided 
they do no actual harm to the credibility of financial 
statements. 

Some writers have pointed out some possible dangers of 
adopting price-level adjusted accounts. For instance, 
P. R. A. Kirkman and R. S. Gynther [The Accountant, April 
19th and July 12th] have illustrated the problems of 
accounting for long-term borrowings. Such problems must 
be considered when the anticipated effects of ED8 on the 
credibility of financial statements are estimated. 


Conclusion 


‘Methods of financial accounting evolve and alter in re- 
sponse to changing business and economic needs, From time 
to time new accounting standards will be drawn at progressive 
levels, and established standards will be reviewed with the 
object of improvement in the light of new needs and 
developments.’ 


The above extract from the explanatory foreword to the 
Statements of Standard Accounting Practice, published 
by the ASSC, indicates an acceptance by the Committee 
of a need for a continuing review of standards after they 
have been in operation. This is consistent with the rationale 
of the ASSC’s current work indicated above; however, it 
is an aspect of accounting standards which appears to 
receive little publicity. 

It is essential that the accounting profession accepts the 
need for revision of standards, and that revision is not taken 
to imply that previous standards were necessarily ill-judged. 
The needs of the business communityr’change and it is 
likely that the objectives and, thus, the form of financial 
statements, should change to meet such changing needs. 
It is to be hoped that the possibility of future revision is 
made clear by the ASSC when they prepare their standard 
accounting practice for price-variation accounting. 

Thus, it would appear that some of the criticism of ED8 
is misplaced. The most appropriate method of price- 
variation accounting can only be selected when a general 
agreement is reached about the objectives of preparing 
financial statements. In the meantime, the merits of ED8 
should be judged on its expected impact as a public 
relations document. 
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Alteration or Maintenance 
of Buildings i 


NOTHER decision on whether remedial work may fall 

within ‘alteration’ of a building, so as to qualify for zero- 
rating under group 8 of Schedule 4 to the Finance Act 1972, has 
been given against the appellant taxpayer, following the Allied 
Windows and Rentokil cases (The Accountant, April sth and 
May 17th). The treatment in this case involved application to 
brick and stone walls, by high-pressure air gun, of a polyester 
compound (‘Kenitex’) which was an efficient thermal insulator 
and resistant to water and damp. 

Accepting the reasoning of the two earlier cases, the present 
Tribunal considered to what extent a structure must be ‘altered’ 
so as to fall within the statutory provision, and concluded that 
it should be ‘substantial’ in relation to the building. What is sub- 
stantial, it was said, is a question of fact in relation to each 
supply of services. 

There was no doubt, on the evidence of two representative 
cases before the Tribunal, that the application of ‘Kenitex’ had 


effected a material improvement to the buildings in question’ 


and that the properties of their walls were altered to the extent 
of being thermally insulated and damp-proofed. Nevertheless, 
what remained after the treatment were essentially brick and 
stone walls, and the work done was not a material alteration 
to the structure of the buildings. 

The appellant, in the course of his argument, referred the 
Tribunal to Customs and Excise VAT Notice No. 715, which 
includes ‘pebble-dashing or rendering of brickwork for the first 
time’ among examples of work to be treated as an alteration; 
such a process, he argued, was certainly no more of a structural 
alteration than was the application of ‘Kenitex’. On this point 
the Tribunal observed, obiter, that it had heard no detailed 
evidence on the process of pebble-dashing; but that if the ques- 
tions raised on the present appeal had been correctly decided, 
then it might well be that pebble-dashing did not properly fall 
within item 2 of group 8. 


West of Scotland Wall Treatments Lid v. Customs and Excise 
(Tribunal reference EDN/73/09). 


‘Unused’ Stores 


NTITLEMENT to purchase tax rebate against VAT 

depends on the goods in question being (i) unused, and 
(ii) held for sale in the course of the claimant’s business. The 
London VAT Tribunal recently refused a builder’s claim for 
rebate in respect of gas and electric fires, and wallpaper affixed 
to the walls of houses unsold at March 31st, 1973. 

As to the wallpaper, the Tribunal found at the outset that this, 
once affixed to walls, could not be used again and was not ‘un- 
used’. This point of the appeal therefore failed. 

The Tribunal heard considerable legal argument as to the 
point at which ‘chattels’ became fixed to land or buildings with 
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such a degree of permanency as to form part of the freehold. 
In the present case, the gas and electric fires on which rebate was 
claimed fell into two categories: those still in store and not issued 
at March 31st, and those mounted in unsold houses on brackets 
but not inset or cemented in, so that they could if necessary be 
moved to some other location. 

Counsel for Customs and Excise admitted that the first 
category fulfilled the ‘unused’ requirement, and the Tribunal 
found that the second category did also. Any gas or electric 
fire not fixed or mounted to a wall, it was said, remained unused 
notwithstanding that it might rest on brackets in a completed 
or uncompleted house. 

A further point arose, however, on whether the fires were held 
‘for sale in the course of business’. On the only evidence before 
the Tribunal, the appellant company’s sole trade was that of 
builders and developers of houses; though it would have been 
possible for the company to dispose of gas and electric fires 
other than by installation in its houses. there was no indication 
that it had done so. As at April rst, 1973, these fires were held 
for the purpose of installation in houses and not for sale in the 
course of the company’s business. 

The appeal accordingly. failed in respect of each category. 


Rialto Builders Ltd v. Customs and Excise (Tribunal reference 
LON/73/79). 


Theatre Programme Not a 
‘Periodical’ 


DVERTISING in theatre programmes, the London VAT 

Tribunal has decided, is not entitled to zero-rating as 
advertising in a ‘newspaper, journal or periodical’ within the 
meaning of group 5 of Schedule 4 to the Finance Act 1972. 

Evidence was given that a new programme with new editorial 
content — details of the play, biographies of the cast, one or two 
features of general or local theatrical interest and so on ~ was 
prepared for each production, although advertising remained 
constant for as long as the particular advertising contract had to 
run. Counsel for the appellant argued that loose definitions in a 
statute should be so construed so as to avoid anomalies, and that 
like supplies should attract like tax treatment; theatre pro- 
grammes and newspaper advertising were both aimed at the 
same markets, and should be treated similarly for tax purposes. 

Dismissing this argument, the Tribunal found that diflering 
tax treatment of competing media in certain circumstances was 
an inescapable consequence of the language of the Act. Though 
the proper construction of a statute was a matter of law, the 
meaning of an ordinary word of the English language was not; 
there was nothing to suggest that Parliament had used the 
word ‘periodical’ in any unusual or esoteric sense, and it should 
be given its ordinary meaning. Notwithstanding the possible 
difficulty of defining with precision the essentials of a ‘periodical’ 
which these programmes might lack, the Tribunal had no doubt 
that they did not constitute ‘periodicals’ in the ordinary sense 
of that word. 

Support for this view was to be found in group 3 of the Sched- 
ule, in which ‘newspapers, journals and periodicals’ are gen- 
erally distinguished from ‘books, booklets, brochures, pamphlets 
and leaflets’. 

It was further alleged in evidence that the Commissioners of 
Customs and Excise had accepted advertising in certain other 
programmes as a zero-rated supply. This, the Tribunal said, 
was of no assistance in the present case; first, it presumed that 
the other decision was correct and, secondly, the Tribunal had 
to decide the case in the light of the statutory provisions and not 
in the light of the Commissioners’ view of other cases. It was 
to be hoped that, if zero-rating had in fact been allowed on the 
basis of such fine and immaterial distinctions as (for instance) 
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serial numbering, mention of the editor’s name, and details of 
the editorial and advertising offices, then the Commissioners 
might find an opportunity to review such cases in the light of the 
present decision. 


` Stilwell Darby & Co Ltd v. Customs and Excise (Tribunal 
reference LON/73/73). 


Building Own House Not ‘Business’ 


NOTHER ‘do-it-yourself’ house builder has unsuccessfully 

contested the Commissioners of Customs and Excise’s 
refusal to allow him to register for VAT. As in the case of M. F. 
Walker v. Customs and Excise (The Accountant, July sth), the 
Tribunal found that the appellant, in building a house for his 
own occupation, had made no ‘supply’ within the meaning of 
section 5 of the Finance Act 1972. 

A distinguishing feature argued for the appellant in the pres- 
ent case was that his main motive in building the house was 
financial; as a result of his labours he had increased his capital 
and, if he could find another suitable plot of land and raise the 
necessary finance, he would be prepared to sell his present house 
and repeat the operation. The Tribunal, however, found as fact 
that while the appellant undoubtedly had such a possibility in 
mind, he had not formed any precise intention as to the place, 
time or manner of carrying it out; he could not be said to be a 
person who made or intended to make’taxable supplies. 

E. A. Chandler v. Customs and Excise (Tribunal reference ~ 
LON/73/89). 
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Hire Agreement: Time of Supply 


USTOMS and Excise have successfully demanded VAT on 

hire charges due from a small shopkeeper who ceased to 
carry on business prior to March 31st, 1973, on the ground that 
the hiring agreement was still operative after that date. Para- 
graph 14 (1) of the VAT (General) Regulations, SI 1972 No. 
1147, provides that each successive supply in respect of periods 
covered by a hiring agreement shall be treated as taking place 
when a payment under the agreement is received or a tax invoice 
is issued by the supplier, whichever is the earlier. 

M, the present appellant, entered into a hiring agreement for 
shop fittings in 1972. His business was unsuccessful and he 
ceased to trade prior to March 31st, 1973; however, under the 
terms of the hiring agreement, the suppliers refused to accept the 
return of the equipment until a certain minimum amount had 
been paid. This equipment remained in Mis possession, 
though he had no use for it, until September 16th, and monthly 
rentals were demanded and paid up to August 31st. M disputed 
the addition of VAT to the hire invoices for the period April to 
August 1973. 

The London VAT Tribunal, though expressing ‘all possible 
sympathy’ with the appellant, found the statutory regulations on 
the time of supply to be conclusive. M was liable to pay VAT on 
the hiring charges, even though he had no use for the equipment 
once he closed his shop and ceased to carry on business. The 
appeal therefore failed. 


P. T. Miles v. Customs and Excise (Tribunal reference 
LON/73/87). 





CORPORATE PLANNING 


Strategic Evaluation of Acquisition 


by D E. HUSSEY, B.Com., A.C.1.S. 


Acquisition, or merger, is a legitimate alternative for any company to consider 
when evaluating its strategic options. Unfortunately the fact that it is an 
alternative has in the past been overlooked by many organizations, which have 
rushed into acquisition situations without careful thought of either why they 
wanted the company concerned, or what they were going to do with it when 


they got it. 


H 


ME for acquisition have often appeared to be 
corporate pride rather than corporate strategy. This 
same feeling has often prevented companies from with- 
drawing from a merger situation when a third party enters 
the scene, and has led to situations where the purchaser has 
paid far more for a company than it is worth. Lack of fore- 
thought has frequently contributed to poor handling in the 
post-acquisition situation, and — not surprisingly — dis- 
appointment with the acquisition has been a common 
occurrence. 

There are indications that ‘merger mania’ is no longer 
such a severe infliction as it has been in the recent past, 


and many have come to realize that the purple hearts 
(awarded by public acclaim for suffering on the acquisition 
battlefield) rarely compensate for the pain of the wounds 
incurred. 

Acquisition behaviour has been frequently researched. 
In one study (“Does Planning Pay? The Effect of Planning 
on Success of Acquisitions in American Firms’ by Ansoff 
et al., Long Range Planning, December 1970) the benefits 
of a planned approach to acquisitions were clearly demon- 
strated. Although success can come regardless of approach, 
it is more sure if certain logical processes are undertaken. 

Acquisition is a genuine strategic alternative, but it is 
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only one of the options open to the company. Part of the 
planned approach to management is to study and evaluate 
all reasonable and identifiable strategic alternatives, before 
a decision is made. This process has many advantages, as it 
forces the company which carries it out to define what it 
expects to get out of the acquisition, and why this provides 
a better course of action than any of the others. In other 
words, the objectives of the acquisition should be identified 
before overtures are made to any candidate. 


Comparative evaluation 


One of the difficulties of comparative evaluation of 
strategic options is uncertainty. On the face of it, an acqui- 
sition often seems to offer a more certain return because 
the business is already functioning and has an established 
history. This may be deceptive, because the real criterion 
is not what the acquisition candidate has earned in the past 
but what it will earn if purchased, and the value of those 
future earnings must be related to the capital cost of the 
acquisition. It is for this reason that I am highly suspicious 
of methods of valuing acquisitions which are related to the 
past rather than the future. 

Valid alternatives to acquisition are: for the company to 
undertake the activity from its own resources (which may 
involve research and development programmes and large 
capital investments — or may be as simple as buying in the 
right people and just starting); licensing; or some other 
arrangement with another company (buying in patents, 
distribution arrangements, contract production, joint 
ventures). Objective evaluation is rarely easy, but is usually 
possible, and must be undertaken if a decision is to be 
made on any scientific basis. 

In broad terms, acquisition may be a valid strategic 
choice for the following reasons (although it is worth 
remembering that the company always has the alternative 
of choosing some other business area in which to expand): 


(i) Reduction of risk. New product failure rates, a fiercely 
competitive situation, and high capital costs may some- 
times mean that there is an unacceptable level of risk 
attached to the alternatives to acquisition; 


(ii) Avoidance of a fall in earnings. A new venture frequently 
incurs losses in its early years. If the effect of these is 
great enough to cause a slump in the company’s overall 
profits, the alternative of acquisition may well be pre- 
ferred. In theory at least this provides the opportunity 
to buy immediate profits (although there may still be 
changes in return on investment ratios); 


(iil) Means of entry into a new area. High technology and 
high capital industries are often difficult to break into, 
and acquisition is sometimes the only practical means of 
entry (this is closely bound up with the question of 
risk). Similar entry difficulties may be created artificially 
(for example the opening of additional competitive plants 
is prevented by government in certain underdeveloped 
countries), or by a scarcity of a particular resource (a 
particular shop site, the only mine in the area); 


(iv Means of obtaining cash. Acquisition of a company with 
heavy liquid funds balances for an exchange of paper 
may be a way of improving the immediate cash flow 
situation. Such a move may become a genuine oppor- 
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tunity when a poor-performance company has been 
valued by the stock-market on a yield basis at under 
asset value, and when the buying’ company has high 
earning projects on which it can use the cash so 
obtained; 


(v) Lack of capital to finance the alternatives. For financial 
management reasons acquisition may emerge as the 
preferred course of action — because the company may 
lack the liquid capital resources to undertake any of the 
other alternatives; 


(vi) To remove competition. The removal of competition by 
acquisition may be a secondary reason. In most coun- 
tries legislation now prevents a company from trying to 
obtain a major share of the market by these means; or 


(vii) To obtain the benefit of an R & D programme. In many 
ways this is similar to buying a company for a scarce 
resource or for its cash flow. It is an attempt to obtain 
a particular asset unique to the company being acquired, 
which the purchaser feels he needs for survival, or can 
make better use of. 


In my opinion, acquisition for personal glory, or as a 
crusader ‘saving’ a fragmented industry, or just to get new 
ideas is never a valid strategic reason; acquisition to obtain 
new management is rarely justifiable. 

In national economic terms, acquisition is only worth- 
while if it has ‘synergy’ — that is, if the combined operations 
yield better results than if each remained separate. This is 
often crudely described as the ‘2--2=5° effect — although 
cynics suggest that 2+2 more often equals 3. 

Once it has determined on an acquisition course, the 
company should clearly define the objectives of the acquisi- 
tion. The importance of this clear determination of 
objective was stressed in the research project referred to 
earlier as a key factor of success. 


Defined objectives 


The objectives should lead to a defined profile of the type 
of company required, against which potential candidates 
may be matched. Although profile and the eventual choice 
will rarely fit each other exactly, it will help ensure that the 
final choice does bear some relation to the acquisition 
objectives. If, in the final evaluation the candidate fails to 
match the profile, it is unlikely that it will meet the 
objectives established for the merger. The selection of 
acquisition candidates is thus a cold clinical process. 

In a real-life situation, the unplanned opportunity may 
also arise from time to time. This may sometimes require a 
measure of strategic rethinking — for no sensible entre- 
preneur will turn down a good proposition simply because 
it does not appear in his strategic plans — but, in the final 
event, it is still important for the objectives of the acquisi- 
tion to be defined and evaluated. 

At various stages of negotiation the company’s knowledge 
of the acquisition candidate will increase, and it will 
become possible for more specific statements to be drafted 
to show what will be done with the acquisition. I believe 
that it is important that the company make up its mind on 
the maximum price it will pay during this stage (I strongly 
recommend discounted cash flow analysis) and from this 
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maximum price decide what it intends to bid for the com- 
pany. In no circumstances should it let itself be carried 
away, and go above its predetermined maximum. 


Adequate information 


One of the key factors in an acquisition situation is a need 
for data. Adequate information is both a protection against 
making a wrong decision, and the only weapon the pur- 
chaser has to enable him to pre-plan his post-acquisition 
actions. Information may be gathered from a wide variety 
of sources (in a friendly merger, often direct from the 
company) and it is unwise to rely solely on a company’s 
published results. Market research should at least be 
considered as a means of improving knowledge about a 
candidate, and there are numerous other sources. 

In the post-acquisition situation the key factor is speed 
of action. Both purchaser and vendor are likely to find un- 
certainty among their managers, and this will only be dis- 
pelled if reorganization is made speedily. The worst thing 
is for a bit-by-bit reorganization which takes two to three 
years and gradually undermines the morale of both com- 
panies. Post-acquisition management is probably as tough 
a task as any chief executive ever has to face. 

Successful acquisition is very much a corporate team 
effort, and goes much wider than financial evaluation 
exercises. The management aspects are what are most 
frequently overlooked, and the planned approach can do 
much to prevent this. The accountant who plays a leading 
part in a merger situation must take a management view, for 
the final decision will rely as much on his entrepreneurial 
ability as his skill with figures. 
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Figure 1: Example of an Acquisition Profile 


MARINE HEATING AND VENTILATING COMPANY 


I. Size: To cost not more than £1 million at an initial 
return on capital employed of not less than 10 
per cent. 

2. Products: Design and manufacture of complete environ- 
mental control systems for the shipping in- 
dustry. 

3. Market Must have at least 10 per cent of the UK 

position: market and must have customers in more than 


five shipyards. Must have 25 per cent of sales 
in export markets, including Norway, Holland 
and Japan. 

At least go per cent of sales must be in original 
equipment. Turnover — about {1 million per 
annum. 


Must be accepted in its industry as a leader in 
technical innovation. 

Over the past five years an average of at least 
5 per cent of annual sales must have been spent 
on research and development. 


5. Management: Competent management at all levels is desir- 
able. Good top management is essential, as is 
technical management at all levels. 


Plant and equipment must be relatively modern 
(go per cent of plant must be under five years 
old) 

Factory must be located in the North-east of 
England. The site must have room for expan- 
sion, and it must be physically possible to 
treble output within three years. 


No company will be acquired unless it is 
possible to obtain all the voting shares. 


4. Technical 
position: 


6. Factories: 


7. Conditions: 





Figure 2: Stages in Identification of Acquisition Candidates and Sources of Data 


Stages Steps: Sources of Data 





I Identify the universe 
Trade directories 
In-house knowledge 
Published surveys 
Adverts/trade journals 





2 Further analysis 
Specialized company ownership 


directories - 
Filed returns at registrar of 
companies 





3 In-depth analysis 
Press cuttings 
Special market surveys 
Company reports 
Registrar of Companies 
Company reporting services 
Journal articles 


criteria 


4 Preparation of short list 
All above sources ¢ 


Criteria from Acquisition Profile 


Size/product criteria 


Affiliations — share ownership 


Estimated cost and other key 


Action 





Reject those too large, too small» 
wrong products, too diverse 





Reject those likely to be unavailable 





Reject those failing to match 
criteria 





— Final preparation of candidate 
profiles ranked in order of 
preference 
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COTTISH investment trusts are 
immediately thought of as old, and 
indeed the oldest of them have their bases 
in the granite fastness of Aberdeen. But 
Glendevon Investment Trust, whose 
accounts are the subject of this week’s 
reprint, is neither old nor Aberdonian. 
It is registered in Glasgow, in West 
George Street, where Whinney Murray & 
Co, Chartered Accountants, act as Glen- 
devon’s secretaries and registrars and 
where a Whinney Murray wholly owned 
unlimited company, Murray Johnstone & 
Co, serves Glendevon as investment 
managers. Mr A. I. Mackenzie, c.a., a 
partner in Whinney Murray and a Past- 
President of the Scottish Institute, is on 
the four-strong Glendevon board, and so 
is Mr J. M. Watherston, c.a., who is 
managing director of Murray Johnstone. 
The existence of Glendevon contracts 
with Whinney Murray and with Murray 
Johnstone, and the connections of Mr 
Mackenzie and Mr Watherston, are 
stated by the directors in their report. 
The report and accounts will be presented 
to the second annual meeting of the com- 
pany held at the dour Scottish hour of 
10.30 on the morning of November rgth. 
Glendevon is therefore new, so new 
that 73-3 per cent of the ‘A’ share capital 
is held by 2,364 individuals and 84-2 per 
cent of the ‘B’ shares by 1,176 individuals 
— the ‘B’ receiving scrip payments in lieu 
of dividend. In due time, no doubt, a 
greater proportion of the Glendevon 
capital will move into institutional in- 
vestment hands. 


Missionary work 


Glendevon is a member of The Associa- 
tion of Investment Trust Companies and 
under the heading ‘About your company’ 
Glendevon does some missionary work on 
the Association’s behalf. It is explained 
that the company, unlike a unit trust, is a 
‘closed end fund’ which means the num- 
ber of shares available in the company at 
any one time is limited and that funds 
may be borrowed to provide the portfolio 
with a ‘gearing’ element. 

It is also explained (as the share- 
holders should already know) that the 
price of investment trust shares does not 
necessarily reflect exactly the asset value 
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Investment 


Trust Prospects 


of the investment portfolio, and that the 
percentage discount or premium on the 
shares against asset value ‘quantifies 
the investing public’s assessment of the 
record, management and prospects of the 
particular investment trust’. 

The missionary effort is to claim that 
‘considerable benefit accrues to the 
national economy from investment trust 
activities. The total assets of all British 
investment trusts form an important 
section of the capital market on which 
government and industry draw for their 
finance. They also represent valuable 
invisible earnings of foreign currency’. 


Currency loans 


At which stage it may be opined that 
foreign currency has its drawbacks as 
well as its advantages to investment trusts, 
as also does gearing. In fact, investment 
trusts in an excess of zeal have tended to 
overdo both the borrowing and the gear- 
ing and have generally been putting too 
much investment trust paper in issue 
for the market to carry. Share prices are 
now beginning to recover from this 
pasting from paper. 

Note 8 to the accounts details and also 
explains the changed accounting treat- 
ment of Glendevon’s substantial Swiss 
franc and United States dollar loans raised 
over the past two years—the sterling 
equivalent being just over £4 million. The 





Mr A. L Mackenzie, CA 
a member of the board 


sharp change in currency parities, Mr 
J. A. Lumsden, M.B.E., reports in his 
chairman’s statement, has involved a 
considerable loss on the 10 million Swiss 
franc loan which has been compensated 
to some extent by a gain on the 6-5 million 
US dollar loan. 

The loan, he recalls, was originally 
taken in Swiss francs rather than US 
dollars as the interest rate was some 2 per 
cent less — a total of ro per cent over five 
years. The adjustment of parities between 
the two currencies, however, has been 
greater than expected and at the balance 
sheet date the net loss on the currency 
loans had depreciated the asset value by 
2-72p a share. _ 

Had the funds raised through the loans 
been invested in equities without any 
compensating action, gearing would have 
been materially increased and the interest 
cost of the borrowings would have 
substantially reduced the net revenue 
available for dividend. ‘Voluntary back- 
ing’ for the currency loans has therefore 
been provided by investing an equivalent 
amount of sterling in fixed interest 
securities and deposits. 


Maximum growth 


Mr Lumsden explains that the amount of 
revenue available for dividend can be 
largely governed by varying the effective 
level of gearing. Maximum overall growth 
for shareholders is considered best 
achieved by having the maximum invest- 
ment in the right areas and in the right 
securities at any given time. If satisfac- 
tory growth is achieved this should mean 
corresponding growth in revenue over 
the years. 

In the short run, though, the invest- 
ment of a larger percentage overseas 
could reduce the revenue available for 
dividend. In such a case the policy would 
be ‘to reduce temporarily the effective 
level of gearing so as to enable the 
dividend to be at least maintained’. 

In the search for growth Glendevon 
has switched out of UK investments to 
the extent of reducing the UK element 
from 62-70 per cent to 42°65 per cent of 
the portfolio, raising the US element from 
12°43 per cent to 1715 Dër cent, the 
Japanese from 9°65 per cent to 18-53 per 
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cent and the Asian (mainly Hong Kong 
and Singapore) from 4-15 per cent to 
9°42 per cent. 

Unfortunately, the biggest switch into 
US securities did not immediately come 
off, although a 1-3 per cent fall in US 
stocks on the year was more than com- 
pensated by a rise from 17 per cent to 
32°25 per cent in the investment currency 
premium. Japanese and Asian markets 
proved profitable and profits have been 
taken to some extent. Showing a prefer- 
ence for US rather than UK prospects, 
the percentage of the portfolio invested 
in the US is to be increased. 


Asset value 


Asset value per share is clearly shown 
in ‘Salient figures’ as follows: 





SALIENT FIGURES 31/7/73 " 31/7/72 
Asset value per share 1243p 1353p 
Asset value per share assuming 

exercise of all subscription 

tights EK? 1324p 


£18,563,300 £18,257,321 


Revenue available for ordinary 


Total assets 


shareholders £176,027 £188,990 
Ordinary dividend per share 2:10p 3-Op gross 
Capitalization issue in B 

ordinary shares 1:7063% 2:2253% 





Information is provided on industrial 
distribution of equity investments, and 
on the 40 largest quoted equity holdings. 
Nineteen of these are UK holdings, 
albeit representing 16-54 per cent of the 
equity valuation as against 15 holdings 
outside the UK and the US representing 
as much as 27-71 per cent of the portfolio. 
Six US holdings account for 4-37 per 
cent, so that the 4o largest holdings 
account for 48-62 per cent of the portfolio. 

An interesting addition to the infor- 
mation would be the major changes on 
the year in terms of old shares sold and 
new shares bought. Not everyone has 
last year’s accounts around for comparison 
purposes. 





Oliver Rix Planning Team 


HE affairs of Oliver Rix have been 

something of a serial story in this 
column over the past few years, but the 
latest report and accounts covering the 
year to last June, show the group now 
well on the road to recovery and new 
growth following a troublesome period 
when accounting and management sys- 
tems were found to be in need of severe 
overhaul. 

After the first aid and emergency 
reorganization treatment successfully car- 
ried out under Mr Terry Donovan, 
temporarily assigned to the group as 
managing director from J. F. Nash 
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Securities, Mr John Dawson, M.B.1.M., is 
now in charge. Mr J. F. Nash, r.c.a., the 
chairman, reports continued improve- 
ment in morale throughout the group, 
and strengthened management control 
over the accounting section and improved 
internal auditing under the financial 
controller. 

A highly professional planning team 
has been set up within the group’s 
Services Division to advise on future 
markets and investment potentials. The 
accountancy profession is strongly repre- 
sented on the Oliver Rix board with, 
apart from the chairman, Mr P. R. Keens, 
C.B.E., F.C.A., Mr J. D. Robertshaw, M.A., 
F.c.A., and Mr John Wakeham, F.c.a., 
J.P., as directors, and Mr D. J. C. Neill, 
A.C.A., the secretary. 

An interesting point in the report is the 
naming of three firms of chartered ac- 
countants as auditors. Spicer and Pegler 
of Cambridge, are stated as ‘Auditors to 
Oliver Rix Ltd and certain main sub- 
sidiary companies’ and Peat, Marwick, 
Mitchell & Co, of Stoke-on-Trent, and 
Keens, Shay, Keens & Co, of Luton, as 
auditors to other main subsidiary com- 
panies. 


C. H. Beazer (Holdings) 


HE cover of the report and accounts of 

C. H. Beazer (Holdings) has in bold 
type under the company’s name, ‘Bath, 
Brussels, Paris, Luxembourg, London’. 
Beazer is a holding company with the 
group’s business in commercial, industrial 
and residential development and con- 
tracting, and Bath, Brussels, Paris, 
Luxembourg and London are the opera- 
tional centres. 

Auditors to the company and the UK 
subsidiaries are Gordon Wood Scott & 
Partners, of Bristol, and to the overseas 
subsidiaries, Peat, Marwick, Mitchell & 
Co. This gives rise to interesting wording 
in Gordon Wood, Scott & Partners’ 
report which clears the accounts as 
being ‘properly prepared in accordance 
with the provisions of the Companies 
Act 1948 and 1967 and regulations 
applicable in Europe (Belgium and 
France) and give a true and fair view... / 

Turnover and profits in the Beazer 
report are broken down in terms of 
property development, private residential 
building and contracting, specialist ac- 
tivities and sundry income. But the 
nearest to a geographical split is a note to 
the six-year record which states that 
“Total turnover and profit for the year 
ended June 3oth, 1973, include £706,000 
and £320,000 respectively which arose in 
Belgium and £330,000 and £191,000 
respectively which arose in France.’ 
Group total turnover was £5,834,000 and 
profit £1,414,000. 
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Marl’s Gains Tax 


N his statement with the accounts of 

Marl Investment Co, Mr K. M. H. 
Anderson, the chairman, reports with 
clear relish the settlement of a long tussle 
over gains tax. ‘It is highly satisfactory’, 
he states, ‘that the argument which our 
tax advisers have had with the Inland 
Revenue over the last four years — namely 
that we suffered a loss of capital gains tax 
purposes when Guthrie & Co Ltd was 
wound up in June "op has been 
accepted at the figure of £172,800.’ 

In the intervening period, however, 
Marl Investment has made gains on the 
sale of other investments equivalent to 
£202,024, so that the whole of the tax 
credit which arose has now been absorbed 
and consequently the company now has 
to pay capital gains tax on the balance and 
on any future profits of this character that 
may be made. 

Marl is an investment holding company 
and has a finance company subsidiary. 
It also has a main associated company 
in Guthrie & Co (UK) Ltd, and that 
company’s accounts are included in full 
in the Marl report ~ and rightly so — since 
out of the £761,144 pre-tax profit of the 
past year, the Marl share of profit of the 
associated company was £721,920. The 
Guthrie concern operates largely as 
merchants and agents in the Far East, 
Australia and Nigeria, as well as having a 
UK confirming and building materials 
business. 


Fairfax Development 


PPOINTED company secretary of 

Fairfax Jersey Group, with responsi- 
bility for financial controls, Mr R. P. 
Gregory, B.A., A.C.A., takes office at a time 
of considerable group development. The 
1973 boom in textiles by-passed the 
double jersey industry largely because of 
excess capacity in the industry. 

Mr J. P. Barker, LL.B., Fairfax Jersey’s 
chairman, reports on a year to last June 
in which turnover was up from 
£1,687,107 to £2,250,529 but pre-tax 
profit down from £445,077 to £341,701. 
But that was considered ‘satisfactory in 
the light of general market conditions’. 

Having attémpted to increase the size 
of the group by acquisition — and failed — 
the directors have decided to establish 
additional capacity from scratch. A new 
company — Ballymena Textiles — has been 
set up in Northern Ireland. In an 
efficiency move the Manchester ware- 
housing operation is to be resited, the 
existing property being sold for a profit 
of £390,000 pre-tax on book cost. 

Prices have improved but margins are 
not yet up to standard,and steps are being 
taken to improve efficiency still further. 
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T least one factor in financial 

markets seems as certain as any 
political factor can be — there should 
be no early General Election. Last 
week's by-election results may have 
been more discouraging to Labour 
than either of the other two main 
parties, but they were hardly en- 
couraging to the Conservatives. 

But the view has been put forward 
that the results were encouraging to 
the extent that the Government's 
attempts at curbing inflation via Stage 
lil have not turned every floating voter 
into an immediate Labour supporter. 
But that is hardly likely to prevent 
this winter's wage claims being pushed 
through to the point of industrial 
disruption, and that is where the 
financial markets have to take note. 

The optimists, as has been men- 
tioned in these notes before, are 
predicting the end of the bear market 
in a short, sharp decline in equity 
prices. But the present political and 
economic mix would seem to be 
more of a kind to induce further 
gradual erosion of investment con- 
fidence than any short, sharp break. 

Wisely, investors are not reacting 
bullishly to current announcements of 
impressive figures for the first half of 
this year. There is more concern with 
the pressure so clearly building up on 
margins in the current half. But a 
still greater force in stock-markets will 
be the reaction to this winter's wage 
disputes and the disruption they cause. 


QUOTATION 


In place of stock-markets concerned 
with true investment considerations 
there will continue to be, in the next 
few months, stock markets concerned 
with bids, deals, situations and the 
speculation that goes with it. The 
Stock Exchange must learn — before 
it is too fate to learn — that its 
granting of a quotation to a company 
is a privilege and not a right. 

When dealings in the shares of a 
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company are a matter of common talk 
and that company is then associated 
with a major and agreed deal, the 
Stock Exchange should have the 
courage of what convictions it pre- 
tends to have and ban thẹ quotation 
of the shares and dealings in them 
until, by investigation, the accusations 
made in common talk are proved true 
or false. 


VALUATION 


Property may now have become the 
growth cult and may have replaced 
the ordinary share, but property valua- 
tions are currently attracting more 
adverse criticism than a share boom 
ever did. A property company re- 
valuing to show an almost grotesque 
premium on values only established a 
year ago is liable immediately to be 
made a target for attack on the 
grounds that these rising, values need 
to be and must be taxed. 

The rising values for this purpose are 
labelled ‘profit’, regardless of the fact 
that the company concerned still owns 
the properties and therefore has gained 
nothing — except a capacity to borrow 
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more. Property may yet prove to be 
the scapegoat carrying the tax and 
blame, with which the Government 
may attempt to placate the Left. 


SIEGE 


The affair of Shipping and Industrial 
Holdings and the Italian partnership of 
Vlasov and Capitalfin carries with it 
much of the dealing and acting in 
concert that even the supporters of 
the free market capitalistic system 
deplore. Hambros Bank and associates 
having sold a key 35 per cent stake in 
SIH, that company finds itself under 
siege at 525p a share — the price that 
the Hambros’ set accepted. 

The siege is total since Vlasov and 
Capitalfin now hold more than 50 per 
cent of the SIH capital, and SIH 
boardroom bewailing of the loss of a 
national asset to foreign ownership 
hardly smacks of Common Market 
camaraderie. It is interesting to dwell 
on the point that had this shipping and 
insurance group been able to make 
good profits out of packaged holidays 
probably none of this would have 
happened. 


Rates and Prices 
Closing prices, Monday, November 12th, 1973 


Bank of England Minimum Lending Rates 


Money Rates 


April13,1973 .. 8 % June22,1973.. 74% Daytoday.. 10-104% Bank Bills 
April19,1973 .. 84% July20,1973 .. 9% 7days 94-103% 2months 113-113% 
May 11,1973 .. 8 % July27,1973 .. 114% Fine Trade Bilis 3months 1183-113% 
May 18,1973 .. 734% Oct.19,1973.. 114 1month .. 124-134% 4months 113-1124% 
2months .. 124-134% 6months 12 -124% 
3months .. 124-123% 
EPER Finance House Base Rate 
November 1st, 1973. 134% Three Months’ Rates 
Local authority deposits 8 12 -123% 
R z Local authority bonds .. Ge 123-121% 
FT industrial Ordinary Index Sterling deposit certificates .. 123-1 21% 
November 12th, 1973, 422-9 Euro-sterling deposits 13 -134% 
Euro-dollar deposits zi dé 94- 93 
Treasury Bills Foreign Exchanges 
Sept. 7 ..£10-9862% Oct.12 ..£10:8227% New York.. 2-3880 Frankfurt .. 6-2525 
Sept. 14 .. £10-9507% Oct. 19 ..£10-7112% Montreal .. 2-3860 Milan 1418 00 
Sept. 21 .. £10-9826% Oct. 26 ..£10-6696% Amsterdam 6-4550 Osio 13-7050 
Sept. 28 .. £10-9384% Nov.2 ..£10 6017% Brussels .. 92-9500 Paris 10 6000 
Oct. 5 ..£10-8888% Nov.9 ..£10-7124% Copenhagen 14:3700 Zürich 7-5925 
Gilt-edged 
Consols 4% .. s e SS + 35% Treasury 9% 1994 = a .. 808 
Consols 24%.. Se SS e DECHE Treasury 84% 84—86 gn ase .. 853 
Conversion 33% 3 Së 303 Treasury 81% 87-90 sis Ae «» 763xd 
Conversion 51% 1974 tae Aë .. 97-3; Treasury 64% 1976 D Ki e| 90% 
Funding 34% 99-04 ae Béi e| 37} Treasury 34% 77-80 a's Ss vs 2) 
Funding 54% 78-80 Së la -. 76% Treasury 34% 79-81 a aa -. 68 
Funding 54% 82-84 723 Treasury 5% 86-89 e SH .. 578 
Funding 54% 87-91 612 Treasury 53% 08-12 ei aA ,, 503 
Funding 6% 1993 .. oe a . 614 Treasury 24% 212 
Funding 63% 85-87 Ss SÉ . 70 Victory 4% .. 962 
Savings 3% 65-75 .. a .. 917 War Loan 34% 304 
Retail Price Index (Jan. 1962=100) 
Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 1573 158-1 
1972 159-0 159.8 160-3 161-8 162-6 163-7 164-2 165:5 166-4 168-7 1693 170-2 
1973 171-3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181-8 
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How can Í do some good with 
my money, Mr Bryant? 


Questions put by Mrs Rogers to 
Mr Bryant, her solicitor. 





Well you have a small interest from your deposit 
account which could give regular help to rehousing 
old people. 

But it’s only £30 or £40 a year! Would that do much? 


It would with Help the Aged. They use their money 
in the most practical possible way. Just £2 can keep 
a hungry old person alive for a month in many of the 
desperately underfed areas of the world. In India it 
can pay for a cataract operation to restore the 
independence and sight of some old person. And at 
home it can be multiplied 20 times over (with official 
loans) to rehouse old needy people. 


I know there are poor old people overseas, but do we 
really have so many needy people at home ? 


There are over 300,000 poorly housed helpless aged in 
Britain, many living in squalid damp rooms, with no 
hope of help. Their only hope is that more and more 
people like yourself will care, and give money. 


Yes, J have heard about Help the Aged building 
flatiets for these old people, where they have 
independence, but can be cared for. A friend of mine 
gave £150 and had one of their flats named in 
memory of her dear mother. 


And £250 will name a double flat. If you could afford 
£11,000 it would be possible for Help the Aged to 
build a whole new block for old people, using official 
housing loans. A marvellous way to help and 
perpetuate the memory of someone you love. 








If your clients would like to help distressed, 
helpless old people, and show that some goodness 
is at work in the world, please remember the 
value of covenants and legacies. An annual 
report will be gladly sent on request. 


Hon. Treasurer Rt. Hon. Lord E EE 
Help the Aged, Room TA4L 
8 Denman Street, LONDON WIA 2AP. 
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~ Does your 
client need ` 
a commercial 
loan? 


If he does it will be worth your while 
finding out about our commercial loan service. 

As independent financial planners it is our 
business to know what is going on in the money 
market, and knowing how to get the best from it. 

For our clients. For your clients. 

We have the facilities, the experience and the 
contacts for finding money for commercial or 
industrial schemes and arranging the best possible 
terms. 

Post this coupon today or telephone Derek 
Williams, our Commercial Consultant, and he will 
be pleased to go more fully into our service. 


EXPLORE ALL YOUR FINANCIAL OPTIONS 


| Antony Gibbs (Mortgage Services) Ltd 


7 Hanover Square, London WA 4BG. Tel: 01-409 2121. 
A member of the Antony Gibbs Merchant Banking Group, 
founded in 1808. 





Name DYC/A/11/15/177 
Company. 








Business address 








Telephone 





Registered office: 7 Hanover Square, 
London WIA 4BG. 
Registration No. 

956236 





THE 


vi ACCOUNTANT 





a 
school 
fees... 


For people with capital, our 
Capital Payment Schemes offer 
many savings, both direct and 
in tax liability. 

One scheme guarantees a 
fixed amount of fees for a given 
outlay. Another provides a 
growth element which is 
calculated to meet the continual 
increase in fees. 

Examples 
Guaranteed Scheme 
A capital sum of £2007 will produce fees of 


£900 a year for 5 years starting in 13 years 
time. Saving: £2493. 


Capital Growth Scheme 


The same sum will produce fees of £1008 a 
year and a saving of £3033, assuming a 
growth of 73 % per annum in the investment. 


School Fees Insurance Agency Ltd 
Incorporated Life Assurance Brokers 


10 Queen Street, Maidenhead SL6 UA 
Phone (0628) 34296 (34290 out of hours) 



























Please post me full details 
Name 


E Address 
a A1173 
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KING’S INVESTIGATION BUREAU 
LIMITED 


Criminal and Commercial Investigations 


Cases of Conspiracy and Fraud. Internal Thefts 
and Extensive Pilfering. Corruption and Leakages 
of Commercial Information. Surveillance and 
Undercover assignments. Character and ante- 
cedents of individuals and bona fides of business 
concerns. Financial Investigations and enquiries 
into matters arising from Bankruptcy and Com- 
pany Liquidation proceedings. Specialist Security 
Services including Security Surveys covering 
Computer Operations and confidential! Data 
Control Procedures. Counter Industrial Espionage 
assignments. 
















CHANCERY HOUSE 
53/64 CHANCERY LANE 
LONDON WC2 10U 
Telephone 01-405 0343 










This Bureau does not undertake enquiries 
in connection with matrimonial matters or 
industrial disputes 






When you want 

a policy for your Senior 
Executive clients 

ring THE SENTINEL 


A contract designed specifically for the 
Senior Executive to protect his estate and 


enable him to enjoy a tax-free cash sum at 
normal retirement date. Also to continue 
with the original life cover for no further 
outlay. 


THE SENTINEL INSURANCE 
COMPANY LTD 


Wiiliams National House , 
11-13 Holborn Viaduct, London EC1P JEL 
Telephone 01-248 8070 
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Opportunity Costs Revisited 


Sir, — I would appreciate the hospitality of your columns to 
correct an error in one section of an article I wrote on the subject 
of opportunity costs. . 

The article was published in Studies in Accountancy 1968, 
having earlier appeared in your contemporary, Accountancy, 
for July of that year. It was concerned with the question of how 
important the concept of opportunity cost reaily was to the 
accountant. In particular, it asked whether the accountant need 
impute opportunity costs in data prepared for management 
decision. A number of different cases were examined; the error 
occurred in case (ii), headed ‘Alternative uses of existing 
resources ~ internal case’. 

How does one decide between alternative uses of resources 
within a business? The example given was of a farmer who had 
to decide whether to plant wheat, barley or oats, these being the 
only feasible alternatives open to him. It was also stated that 
these alternatives were mutually exclusive: he must choose one 
of them, not a combination of two or three. 

Following out the procedure suggested by Joel Dean in 
Managerial Fconomics (Prentice-Hall, 1951, p. 260), we should 
impute against each alternative its opportunity cost, defined as 
the highest net receipts foregone by selecting that alternative, 
and choose the alternative offering the highest net receipts. This 
procedure can be represented as follows, assuming the paid-out 
costs would be the same for each crop, and can therefore be 
disregarded for decision purposes: 


Alternative (2) (2) (3) 
Gross receipts D ry fei f3 
Less Opportunity 
cost of using the 
land for this 
purpose .. .. max(T1,, IIs) max(Th, a) most, IT.) 


TI, Ti, Il 


By this procedure, in order to choose between wheat, barley 
and oats (alternatives (1), (2) and (3)) the opportunity cost of 
using the land for each purpose must first be known. But to 
determine this it is necessary to know the net receipts of the 
next most profitable alternative. I said this meant that the three 
alternatives must be solved simultaneously. In general this is 
incorrect. 

In fact a solution to the system of equations resulting from the 
above table is only possible in two special cases. 


(D) The first is where r,=7,=7,. The problem can then be 
solved, and it will be found that two of the IJ values will be 
equal and less than the third. 











Example 
(DI (Gi 3 
r a ds se re S Lon Ion 00 
Less Opportunity cost ss ie 60 60 40 
D d Si ks = Sg 40 40 60 
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(ii) The second case is where two of the r values are equal and. 
different from the third, i.e., ri=7j34rk. 














Example GI Gi 3) 

r d gä z 2% .. too 100 60 
Less Opportunity cost ae e 30 70 70 

D d s a E zi 79 30 —10 








Most interest, however, attaches to the general case where 
11741,r,. Assume, without loss of generality, that ry >7,>7 3 
this can be arranged by suitably numbering the alternatives. 
It then follows that: 

Tl, +max[Il2, IIa] >I1_-++max[T1,, Ts] > T +max[I, DA 
or max[IL La M +0] > max[ -4 M, W.+03] > 
most, LI: I+II} 
or max[a, b] >max{a, c] >max[b, c]. ————(1} 
It can be shown in two ways that these relationships cannot 
hold. Most directly, (1) amounts to saying that: 


max{a, b] > max[a, b, c] 


which is an impossibility. Alternatively, from (1) either ze 
or c>b. 


If b>c 
max([a, Alz aale, c] >b; 
—+a>b—-a>c— a>a,acontradiction. 
Ifc>b 
max[a, b] > max[a, c] >c; 
—> a>c — a>b — a>a, a contradiction. 


(— is a shorthand for ‘implies’.) 


Either way, it is impossible to find a, b and ¢ which satisfy 
14>1,>13, Where 7,=max[a,b], r =max[a,c] and r= 
max{b, c]. Hence in the general case Dean’s proposal is non- 
operational. 

How, then, is the case where 7;47,7r, to be solved? By 
measuring opportunity costs in a different way from that implied 
by Dean, namely as the highest-valued alternative outside the 
set considered, as suggested by David Solomons, ‘Economic 
and Accounting Concepts of Cost and Value’, in Modern 
Accounting Theory (Prentice-Hall 1966, pp. 117-140). But, 
as pointed out in my original paper, the problem can be solved 
much more easily without resort to opportunity costs at all, by 
estimating the paid-out costs under each alternative, and ranking 
alternatives according to their pay-offs. 


Yours faithfully, 


LLOYD R. AMEY, 
Professor of Accounting, 


Montreal, Canada. MCGILL UNIVERSITY. 


Accounting for Changing Prices 


Str, — The references that Messrs D A. Egginton and R. C. 
Morris make in their paper (The Accountant, October 11th) 
to my paper in The Accountant of July 1ath and to the Edwards 
and Bell book make it clear that we are working from entirely 
different concepts of capital. If we decided that the optimum 
sources of funds for our new steel mill were two-thirds ordinary 
shares and one-third debentures, I would see the total of the 
two as being the ‘capital’; Egginton and Morris would see 
‘capital’ as being related only to the ordinary shares. They 
would not include the debentures.’ (See also my paper in 
Accounting Review for October 1970 on this matter.) 

In order to appraise the company’s performance when 
prices are rising, they would use a profit figure which was ‘the 
estimated increment in the ownership’s equity in identifiable 
current-valued resources, with adjustment to constant money 
terms’. This writer would use a profit figure which was ‘the 
estimated increment in the total long-term capital (including 


THE 
656 


the debentures used to fund the steel mill), with adjustment to 
reflect the changes in replacement costs of the basic assets 
actually employed in the steel mill during the period’. 

Their method results in their including in profit so-called 
‘holding gains’ on long-term borrowings (the debentures) 
when prices rise, and also further ‘holding gains’ ‘arising from 
changes in the relative prices’ of non-monetary assets. This 
writer, with his view of ‘capital’ includes neither in his profit, 
because they are not a profit to the entity (the steel mill) about 
which, we are reporting to all and sundry. 

My paper in The Accountant for July 12th shows that it would 
be necessary to borrow if we are going to pay out such ‘holding 
gains’ as dividends. If at least the same capacity of operations is 
to be maintained, such borrowings would have to be permanent- 
and so would any further borrowings to pay out the ‘holding 
gains’ on these additional borrowings, and so on. Therefore, 
all such borrowings must be treated as long-term capital. If we 
have to raise more long-term capital to pay out dividends, 
the dividends must be coming out of capital and not out of 
profits. The ‘holding gains’ entries should not be made because 
they do not represent gains to the entity about which we are 
reporting. 

The simple examples in my paper of July 12th cause 
Egginton and Morris to misread me on the matter of ‘distribut- 
able profit’. I do not mind borrowing to pay a dividend ~ pro- 
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vided that the borrowing does not have to be permanent in 
order to maintain the same capacity of operations. 

And if we have to pay ro per cent interest on long-term 
borrowings, this is a real fact of life. No useful purpose is 
served by including ‘holding gains’ in order to reduce the 
interest paid to a so-called ‘real rate’ (which evidently can be a 
‘minus’ rate?) — just as no useful purpose would be served by 
making similar calculations about the increased rates of divi- 
dends we are now endeavouring to pay to ordinary shareholders 
during times of rising prices. 

Yours faithfully, 
REG 8. GYNTHER, 
Professor of Accounting, 


Brisbane, Australia. UNIVERSITY OF QUEENSLAND. 


Retirement, Widowhood and Divorce 


Sir, — Apropos, Professor C. T. Sandford’s article, “Taxing a 
Vulnerable Class’ (November ist), my suggestion is that the 
problems of retirement, and certainly widowhood, should be 
resolved by complete tax exemption forthwith. 
It could not possibly cost the rest of us very much; but put 
a £5,000 limit on if you like. 
Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL, F.c.a. 





The Accountant in Industry 


President Appeals for Fuller Participation in 


Institute Affairs 


HARTERED accountants in in- 
dustry should be encouraged to 
participate fully in the affairs of their 
Institute, the President, Mr E. Kenneth 
Wright, M.A., F.C.A., said last Friday. 
Speaking at the annual dinner of the Hull, 
East Yorkshire and Lincolnshire Society 
of Chartered Accountants, he reminded 
the audience that industry, commerce and 
financial organizations were the main 
consumers of the services of accountants. 
About half the Institute’s 42,000 active 
members in the UK were in the direct 
employment of such organizations. They 
were responsible for the collection and 
collation of financial information, they 
interpreted that information, acted as 
financial controllers and participated to 
an ever-increasing extent in management 
and policy-making. Few major industrial 
companies were without chartered ac- 
countants on their boards. 

On the practicing side, chartered ac- 
countants were responsible for well over 
go per cent of audits of public companies. 
But the practising accountant’s work often 
extended far beyond audits and included 
financial advice, the raising of capital, 
mergers and take-overs, problems of 
financial control, taxation, management 


consultancy and a wide range of other 
activities. 


One profession 


‘I mention these things’, said the Presi- 
dent, ‘to emphasize that we are funda- 
mentally one united profession. There is 
too much divisiveness in the world, and 
it is worth underlining those things that 
bind us together. Whatever the differ- 
ences of detailed approach between those 
of us in practice and those in industry, we 
have one common objective: we strive 
to provide our employers or our clients 
with the best financial and accounting 
services that are possible. 

‘The pursuit of those objectives re- 
quires 4 combined effort. In accountancy, 
as in other fields, things are changing 
rapidly. We are taming and exploiting 
the capability of the computer; we are 
improving the techniques of investment 
appraisal, the control of sources and dis- 
posals, and of cash flow; we are improving 
our accounting standards, and working 
together on Britain’s entry into Europe. 

‘In the past, much of the effort needed 
to keep us a dynamic profession was pro- 
vided by the practising side. The reasons 


were historical, and are emphatically not 
valid today. Now members in industry 
are making a great contribution to the 
Institute’s efforts, both at Moorgate 
Place, and in the regions. They are play- 
ing their full part on the Council, in 
district societies and on committees. 
Their numbers are growing — but not fast 
enough. 

‘I hope that those in influential posi- 
tions will do all they can to encourage the, 
trend towards full participation by the 
industrial member in the affairs of the 
Institute. I hope that those who employ 
accountants, and those who hold senior 
accountancy positions, will recognize that 
it is important for industry at large, and 
your company in particular, for there to 
be a strong, well-founded accounting 
profession. I hope you will persuade 
members of your accounting division to 
play their full part in broadening profes- 
sional horizons. 

‘Please make it possible for them to join 
local or-national committees; to share 
their skills; to attend the many courses 
which are directly relevant to their work; 
to read our increasing number of tech- 
nical publications; and to participate in 
the Institute’s post-qualifying educational 
effort.’ 

The accountant in industry, parti- 
cularly the local accountant in a small 
organization, often felt that he would not 
be popular if he was to spend time on 
professional matters. This, the President 
argued, was a mistaken view; companies 
which encouraged their accountants, 
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within reason, to play their part in their 
profession were making an invaluable 
contribution. The accountants in turn 
would be serving not only their own 
interests and those of their profession, 
but also those of their employing organi- 
zations. 


The accountant’s contribution 

Mr Wright was responding to the toast 
of the Institute, proposed by Mr John 
Cox, F.LB., joint general manager of the 
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Midland Bank, who had said that the 
business community lived in a time of 
frustrating complexity. 


The field of accountancy had become 
increasingly wide. Despite the crop of 
company law changes, greater demands 
for consultancy services and the intricate 
web of tax legislation, their accountant 
friends had accepted the new challenges 
with cheerfulness and efficiency. In a 
climate of diminishing regard for busi- 
ness ethics, it was comforting to know 
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that the accountancy profession retained 
the high standard of practice and conduct 
which it had set over many years. 


Mr J. Trevor Bootyman, F.C.A., Presi- 
dent of the Society, proposed the toast 
to the guests. He referred to the building 
of the Humber Bridge, which he said 
would span the gap between the Yorkshire 
and Lincolnshire communities, and lead 
to a closer professional and social 
relationship. Mr L. M. Gibbon, LL.B., 
responded. 





Professional and Public Standards 


American Institute's 86th Annual Meeting 


ITH the attendant fringe benefits 

of gathering in one of the most 
modern and attractive cities of America’s 
South, the 86th annual meeting of the 
American Institute of Certified Public 
Accountants, held in Atlanta, Georgia, 
from October 14th to 16th, was attended 
by 2,400 members and their escorts, and 
provided an opportunity to review an 
extremely eventful year. 

In his inaugural address, the incoming 
President, Mr Samuel A. Derieux of 
Richmond, Virginia, alluded to today’s 
widespread distrust in the recent workings 
of America’s democratic institutions. 
Certified public accountants, he sug- 
gested, could help to dispel the fog of ill- 
will by constant attention to the need for 
‘integrity, honesty and openness’ in 
everyday professional affairs. Recom- 
mendations to clients should bear in 
mind not only the interests of the 
business enterprise but also those of the 
social environment. 


Accounting standards 


Mr Derieux also referred to the desir- 
ability of greater participation by mem- 
bers in the new standard sctüng 
procedures set up during the past year. 
Since the profession is expected to adhere 
wholeheartedly to rulings of the Financial 
Accounting Standards Board, the need 
for an early response to its proposals 
is clearer than ever before. 

This type of response will be made 





Mr Samuel A. Derieux, C.P.A., who has been 
elected President of the American Institute 
for 1973-74. 


easier by an electronic information 
retrieval system announced since the 
annual meeting dispersed. Financial data 
assembled from the annual reports of 
more than 7,000 companies listed on the 
American stock exchanges with the help 
of the AICPA, the FASB, the SEC and 
12 accountancy firms have been plugged 
into a computer in Dayton, Ohio, with 
access terminals located in New York, 
Stamford, Washington, Houston, Chicago 
and other leading cities. Since the 
new service provides much quicker and 


From Our New York Correspondent 


cheaper access to basic accounting litera- 
ture as well as to company statements, 
the background to any issue under 
review by the rule-making bodies will 
henceforth be readily available to small 
no less than large firms wishing to par- 
ticipate in a dialogue reaching across the 
country. 

Mr Stanley Scott, chairman of the 
Accounting Standards Executive Com- 
mittee, in the course of a strong case for 
professional support for the efforts of 
the FASB, concluded with the following 


reassurance: 


ʻI can think of many reasons why 
that success must be achieved, not the 
least of which, of course, is the signi- 
ficant commitment of financial resources 
to this project from the profession. But 
more importantly, I think all of us 
realize the need for accounting stand- 
ards to be determined in the private 
sector without government control in 
order to assure appropriate reporting of 
economic results uninfluenced by politi- 
cal considerations. I have every con- 
fidence that the FASB will succeed 
in its assigned tasks and certainly the 
Accounting Standards Division of the 
Institute is dedicated to doing its part 
in furthering that success.’ 


The retiring President, Mr LeRoy 
Layton of New York, adopted a broader 
canvas for the purpose of reviewing 
some of the long-term trends within the 
profession, which he characterized as 
the fastest-growing in America; the 
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number of CPAs had shot up from 250 
at the beginning of the century to nearly 
150,000 today. He pointed out that 
multinational corporations, which have 
proved to be the most dynamic force in 
modern capitalism, could not possibly 
have reached their present scale without 
the services offered by accountancy 
firms. 


Community service 


In support of his claim that the pro- 
fession has become a central factor in 
allowing business to sharpen its sense of 
social responsibility, Mr Layton cited 
one of the many grass-roots initiatives 
that are now being taken by CPAs. Two 
years ago, he recounted, seven certified 
public accountants in the San Francisco 
Bay area initiated a programme which 
provides a concrete example of CPAs’ 
dedication to community services. They 
organized a non-profit organization, Ac- 
countants for the Public Interest, dedi- 
cated to establishing a structure within 
the accounting profession to provide, 
without fee, investigative, non-advocative 
accounting and management advisory 
services, to other non-profit organizations 
serving the public interest. 

Significant advances emphasized by 
Mr Layton in the course of his review 
included the overwhelming approval by 
the membership of a new ethical code; 
launching of a new entity for establishing 
financial accounting standards; issue of a 
document on the objectives of financial 
statements; a substantial increase in the 
output of technical literature for the 
guidance of practitioners in performing 
the attest function and other useful 
services; expansion of the profession’s 
efforts to aid the Federal government 
through an enlargement of the In- 
stitute’s office in Washington, D.C.; 
endorsement of the establishment of 
professional schools of accounting to 
achieve an increased emphasis on ac- 
counting as an academic discipline; 
growth of the continuing education 
programmes conducted by the Institute 
and state societies; growing acceptance 
of continuing education as a prerequisite 
of the continuing right to practise; and 
the Institute’s membership of the nine- 
nation International Accounting Stand- 
27 Committee (The Accountant, July 
sth). 


Audit standards 


Addressing the annual business session, 
Mr Layton introduced a much less ap- 
petizing topic — the need to set up a 
special committee to determine what 
changes may be required in traditional 
auditing procedures. This step recog- 
nized the fantastic increase in the com- 
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plexity of business records — largely as a 
result of the advent of the computer 
and the extension of the function 
into new areas. But behind it lay the 
shadow of the Equity Funding scandal 
(The Accountant, May 1oth and 17th) 
which has again been making headlines 
as a result of the indictment, early this 
month, of most of the senior executives 
of the company and two of its former 
auditors. The latter have been charged 
with intentionally conducting incom- 
plete audits and accepting fictitious 
items for certification. 

Equity Funding, an insurance and 
unit trust company, is alleged to have 
built up some $120 million in fictitious 
assets based on computer manipulations 
and the creation of 60,000 bogus life 
insurance policies for non-existent names. 
In the audacity of the design and the 
scale of the operation, it has already 
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Mr W. Oliphant, C.P.A., a Past President of 
the American Institute, spoke on ‘The EEC 
affects every accountant in the US.’ 


been presented as one of history’s most 
shocking conspiracies to defraud the 
public. 

This lawsuit follows hard on the heels 
of another in which an accountancy firm 
has been accused of certifying ‘false and 
misleading information’ supplied by a 
client. Peat, Marwick, Mitchell & Co — 
already involved in the Penn Central and 
National Student Marketing cases — has 
been charged by the SEC that the firm 
was remiss in its examination of state- 
ments leading up to the 1970 merger 
of Talley Industries with General Time. 

The latest cases to catch the public 
eye are no more than a few additions to 
a list of several hundred suits against 
accountants that are already in the courts. 
Against this background, and admitting 
that the profession’s system for self- 
regulation ‘leaves a lot to be desired’, 
Mr Layton announced that the American 
Institute was studying ways in which it 
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might sponsor a quality-control review 
that could be made available to large 
as well as small auditing houses. 

Speaking on ‘Improving financial 
disclosure to investors’, Mr Ray Garrett, 
chairman of the SEC, urged that the 
detection of management fraud should, 
in some circumstances, become the 
responsibility of the auditor. This need 
not mean that auditors would become 
insurers against all forms of management 
fraud, however carefully concealed. 

In line with this discussion and in a 
bold step toward resolving the problems 
of quality control, the directors of the 
American Institute have recommended 
setting up an independent commission, 
similar to the Wheat and Trueblood study 
groups, to explore what the public 
expects of the auditor. If approved at a 
meeting to be held this month, the delib- 
erations of the commission will make it 
easier to prepare proposals for im- 
provements in present auditing pro- 
cedures. 


Accounting for Europe 


The Atlanta meeting closed with a 
statement by Mr Walter J. Oliphant, 
President of the American Institute in 
1971-72, on the impact of the European 
Economic Community on the profession 
in the United States. 

Mr Oliphant made the important point 
that, since the United States can no 
longer be expected to provide the lion’s 
share of the capital needed for the growth 
of international business, the number of 
CPAs with clients based abroad or 
involved with international trade will 
inevitably increase. By 1980, there may 
be an international securities exchange, 
and there is likely to be conformity of 
accounting and financial requirements 
within the EEC. 

With this prospect in mind, Mr 
Oliphant warned his audience: ‘It can 
be assumed that there will be a number 
of accounting and reporting require- 
ments finalized within the EEC which 
will be at odds with principles accepted 
here in the United States. In view of this, 
we must understand and be in a position 
to reconcile our differences in approach 
so that we can achieve the harmonization 
needed to encourage international trade 
and an expansion of international finance.’ 

Mr Oliphant underlined the usefulness 
of his visits to Europe as an observer for 
the American Institute at certain of the 
meetings of the EEC accountancy study 
committee. He also urged his hearers 
to share his enthusiasm for greater 
international understanding at the pro- 
fessional level, and to lose no opportunity 
to remind their clients of the mounting 
importance of international trade and 
investment in America’s economic future. 
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Interview with 


Mr Dudley Morse, F.C.A., 


President of the London 
Chartered Accountant 
Students’ Society 


‘Students or anybody else trying to 
carry out a small revolution are 
bound to drop a few “bombs”. 
I think it is even desirable, as some 


In view of the fact that the policy of the 
Society is determined by the Society’s 
Committee under a student Chairman, how 
do you see your role as President? 


I think it is really a situation where I 
can act as a kind of catalyst in the com- 
munication between the students on the 
one hand and the Institute on the other, 
giving, I hope, some useful advice to the 
students on the way they should negotiate 
with the Institute and, on the other hand, 
perhaps being able to give some idea to 
the Institute of the reasons behind the 
views of the students. 


There seem to be widely differing views on 
what should be the proper relationship 
between the Students’ Society, the London 
and District Society and the Institute. 
What are your views? 


The Institute has, in the past, always 
taken the attitude that students are 
directly related to their principals in that 
any negotiations for their well-being are 
matters between the articled clerk and his 
principal. Of course, that has long since 
become history. Over the last few years 
the Institute has taken a great deal of 
interest in the students because it is of 
benefit to the profession as a whole that 
students are properly trained as well as 
being properly treated during their training. 

The actual mechanics of the matter are 
certainly a little uncertain at the moment. 
I think that the desired form is that, 
since the Institute delegates to the dis- 
trict societies a lot of the mechanics of 
running the profession as a whole, it is 
quite logical that student societies should 
follow the same form and use their own 
district society as agents for the Institute. 

If, on the other hand, at some future 
time the student societies become one 
national society, which I believe has been 
mooted — really bringing up ACASS as a 
prime body with various branches in 
various areas — if that were applied, then I 
think that ACASS would need to deal 
directly with the Institute, and not through 
district societies. But at the moment it is 
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people need waking up... .’ 


a hotch-potch. I don’t really know what 
ACASS does, and I doubt if ACASS 
knows itself. 

I think that if I have a view at all it is 
that it is entirely right for students to 
have a national body — the main emphasis 
being on ACASS as opposed to CASSL 
and the other students’ societies. 


This, you feel then, would be better than what 
has been described by some students as a frag- 
mented system? Do away with students’ 
societies as such and have a national body — 
this is what you are saying — and let the 
national body negotiate directly with the 
Institute rather than acting as link man, 
as ACASS attempts to do at present? 


I think that this is more satisfactory 
because the great difficulty with student 
relationships is that we are dealing with 
great variations. A student with one of 
the bigger firms is obviously in a different 
position from one with the sole practitioner. 
In these circumstances, it is jolly difficult 
for any attempt to be made which is 
uniform throughout because what may be 
suitable for one may be entirely unsuitable 
for another. 

Geographical factors make it even more 
difficult in the sense that most of the larger 
firms are centred in London. I don’t 
think it would make it any worse to have 
a national group as far as the students’ 
societies are concerned, because Ce 
would be dealing with large and small firms 
and the only difference would be that they 
would have to allow for geographical 
variations between the large and the 
medium and small firms. 


Do you think this would also bring in the 
Scottish and Irish students, and also those 
of the other accountancy bodies? 


Well, I think whatever is said there will 
come a time when the chartered Institutes 
will certainly have to combine. The great 
difficulty with the last scheme for the 
integration of all the accountancy bodies 
was a great fear, particularly among the 
small practitioners, that they were going 
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to find they were debasing their own 
currency in their own areas. I think it 
was quite a legitimate reason, but I don’t 
think it was important. On the face of it, 
it might have seemed important, and I 
must admit I had the same attitude when 
‘the incorporated accountants merged with 
the Institutes. I voted against the resolu- 
tion. I was wrong and did it for entirely 
the wrong reason — because at the time I 
was slightly snobby about being ‘chartered’. 

I think what is important is that if the 
standards adopted by the other bodies 
are as good as ours — in some respects 
they are better than ours — then I think 
it is absolutely right that integration should 
take place. 

It is a little difficult when it comes to the 
use to which a qualification is put because 
I believe that there will come a time 
when it won’t be possible for a newly 
qualified member of the Institute, in theory 
anyway, to go along and do a complicated 
audit of a large publicly quoted company. 
I think that there will have to be some 
further qualification — working and study- 
ing for a higher certificate to deal with this 
sort of thing as opposed to the audit of a 
small sole trader down the road. There is an 
awful difference between the training 
needed for these two extremes. 


Self-satisfaction 


The words ‘confrontation’ and ‘militancy’ 
quite frequently crop up in relation to the 
London students, would you regard this as a 
justifiable criticism or would you regard 
many of their activities as genuinely working 
for an improved profession? 


Well, I think there are two questions 
here. I think that students or anybody 
else trying to carry out a small revolution 
are bound to drop a few ‘bombs’, I think 
it is even desirable, as some people need 
waking up. There is no doubt that the 
Institute and its members have in the 
past suffered and, to a degree, still suffer, 
from colossal self-satisfaction. We think 
that we are just bloody marvellous. This 
is entirely wrong, we are not that good. 

I can illustrate this by a story I was 
brought up on as an articled clerk, of the 
man who pretended to his wife and his 
friends that he was a chartered accountant 
when in fact he played a piano in a brothel. 
Now that was not very funny, but it was 
the kind of joke that was told at that time. 
It was the colossal unhealthy reputation 
put abroad that any professional man was 
someone important. They were more 
respectable, and everybody thought that 
was great stuff as opposed to the man who 
actually got his hands dirty by doing some 
mechanical job. Thank heaven that has 
now changed and there is quite a different 
attitude now. 

Until comparatively recently, most 
students were taking the same kind of 
attitude as their principals — they all wore 
bowler hats. The ‘short-back-and-sides’ 
articled clerk wearing a bowler hat and 
carrying an umbrella is in fact the com- 
plete anachronism nowadays when most 
of our boys have long hair. 

Returning to that original story — the 
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chap playing the piano — today things are 
the other way round and some of those 
training to be chartered accountants do 
not mention it and try to hide the fact. 
I think that this is indicative of the whole 
attitude of students. 


‘Over-emphasis 


Coming back to so-called ‘militancy’, 
-when students start to do anything, they 
always have to over-emphasize théir case. 
They have to find one or two platforms. 
Now the main one, which is always a 
good one to speak up for, is the underdog, 
the under-privileged and their conditions. 
"They go and find all those poor chaps who 
are not getting paid enough and so talk 
about salaries, also about the conditions 
suffered by them. Both are entirely valid 
points. 

‘Taking the second one first — the "under, 
privileged’ student — the Institute for 
‘some years has taken some trouble with the 
vetting of principals to see whether they 
are fit to take on students. This is one 
area where I think there should also be a 
follow-up, such as a periodical review of 
‘all members — say after five years. Cir- 
cumstances change. What was perfectly 
acceptable ten years ago for articled clerks’ 
service may not be acceptable now. 

Students have been militant about that, 
cand I think the main aspect is that it is the 
overseas students who are the main 
sufferers. The big snag is that if you insist 
on minimum salaries or minimum con- 
-ditions of employment — but particularly 
salaries ~ you may find that the students 
are pricing themselves out of the market. 

Working towards an improved pro- 
fession is bound to bring about a certain 
amount of ‘bomb throwing’ to shake 
general complacency. When students get 
to the stage of being listened to, they can 
then tone down their approaches, become 
much more rational not only in their 
demands but in their comments, and need 
not be so political. They are then much 
more likely to get what they want. 


But is this in effect genuinely working for an 
improved profession? 


Yes, I think there is always a difficulty 
with anyone trying to improve circum- 
stances. It is very easy to look at the ob- 
“vious cases where justice is not being done 
and getting it out of proportion — of being 
‘so conscious of the underdogs all the time 
-without thinking about the other people 
who are not underdogs at all. There is no 
justification for ignoring them, but there 
are certain underdogs who will always be 
underdogs and there is nothing you can do 
about them. 

In a charitable sense, you have got to 
-do what you can for them, but you have to 
be very careful that if you support them 
too much, the profession is going to 
finish with half-trained people who just 
‘scrape into membership, which would 
debase the accountancy profession. It is 
wather like nature: it is terribly hard when 
you see a bird thrown out of a nest; you 
care for it and try to do something with 
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it but nine times out of ten there was a very 
good reason — there was something wrong 
with the bird. I know this is crude because 
nature is crude, but this is the same general 
principle and carried within limits it is 
all right to look after those underdogs who 
could well become ‘superdogs’. 

Going back to ‘confrontation’, I think 
that it is as much the responsibility of the 
Institute as it is of the students. I think 
that many of the statements of the Council 
and other members of the Institute have 
not helped necessarily in taking the steam 
out of what they call the ‘student revo- 
lution’. 

There has been quite a fair amount of 
distrust from the student point of view 
because of certain comments made at 
various meetings, and circumstances where 
they feel they are being slammed down and 
told that they are children and to go back 
to their nursery. This is entirely wrong 
because the belief of the students now is 
that they are much more adult. The 
Institute wanted to improve the standard 
of intake by going more for graduates and 
higher education, but they can't have it 
both ways. They are now getting adults 
as students and not schoolboys — and 
even schoolboys are sometimes a lot more 
adult than their immediate superiors. 


Mr Kenneth Sharp, the Deputy President, 
said recently that there was now a better 
working relationship with the students. 


I think there is. I have noticed it even 
in the last four or five months whilst I 
have been more concerned, that the at- 
titude in the Society’s Executive Com- 
mittee meetings has been much more 
restrained towards the Institute and to the 
London and District Society, whereas 
before it was the usual thing of ‘them and 
us’. I think it is much more now a com- 
bined kind of effort which is most en- 
couraging. I am not saying the old feeling 
of antagonism has definitely gone, but 
they do look as if they might be on speak- 
ing terms with each other. 


Mixed representation needed 


Do you think the Society's Committee could 
devote more energy towards the complacent 
areas? In other words, students in the small 
and medium-sized firms. 


I think that the presently constituted 
committee is, in fact, representative of the 
smaller or medium-sized firms almost 
without exception, including, of course, 
Paul Hendrick, the Chairman. There is 
an emphasis on the smaller firms, and the 
committee is tending to take them as the 
standard for the whole of the profession 
in its training, salaries and so on. Whilst 
it is probably right to do that, I think 
there has been toc much of a swing away 
from the bigger firms’ representation and 
I would hope that the balance would be 
brought back again. A mixed representa- 
tion is absolutely essential. It is very 
apparent at the Oxford or Cambridge 
courses that there is a great interchange 
of ideas, between members from the 
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smaller and the larger firms to the benefit 
ofall. 


Paul Hendrick at the Oxford course called 
for an end to the block booking by larger 
firms in the private sector as he said it 
discriminated against freedom of choice; 
would you agree with that? 


Well I think to a certain extent that he 
may be slightly out of date. Many of the 
larger firms are currently using the 
polytechnics in addition to the private 
tutorial outfits. In any case, I don’t know 
why he is differentiating between the 
private sector type of education as op- 
posed to the public sector. 

He is tending to confuse the issue, 
since what he is really saying is that he 
doesn’t approve of block bookings. They 
are essential, whether it is in the private 
or the public sector. Both need to be 
booked up in advance — even before the 
student has taken up articles. My firm, 
for instance, make the block bookings 
as soon as we know roughly the numbers 
of the intake we are going to have, and we 
strongly recommend, but do not insist, 
that each student follows our training 
programme. 

i uon’t think the students themselves 
would want complete freedom of choice 
in any case. After all they go to particular 
firms because they think that the 
training is better than that of other firms, 
and that is all part of the package. There- 
fore | can’t see where he has heard of any 
complaints from the individuals concerned 
avout block bookings by large firms. 
Whether it is in the private or public 
sectors is, I think, immaterial. 


Would you like to see easier transferability 
of urticles and development of the second- 
ment scheme? 


Yes, I am really very heartened by the 
present situation. It is far easier now to 
organize transfers and secondment. Ad- 
mittedly it means, of course, the involve- 
ment ot the principals in agreeing, in both 
cases, the giving and receiving of articled 
clerks in the transfer list. ‘l'his is inevitable 
and in that sense it can’t be left to the 
individual who will always have some form 
of training contract whether or not he is 
articled, 

‘here are good examples throughout 
the profession where transfer or second- 
ment is happening and IJ think that it is a 
very good thing both for the students 
themselves, the firms, and for the In- 
stitute. 


The Chairman of the Students’ Society has 
described the present system of articles as 
archaic and has suggested what he calls 
a regulated system of training at Institute- 
licensed firms. What do you think of this? 


I agree that the principle of articles is 
archaic. The reason I think it is, is 
that there has been so much progress in 
the way of training. The average practising 
member who now takes on articled clerks 
is not, nine times out of ten, in a position 
to give that articled clerk the kind of 
individual training which was inherent 
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in the articled system — the passing on of a 
skill. 

You have a mixture of two types of 
member who might take an articled clerk. 
The sole practitioner, who undoubtedly 
can devote more individual time to an 
articled clerk and which is much more 
likely to result in the old-fashioned aspect 
of the articled service, the craftsman. I 
think that this method is out of context 
with the present situation. The progress 
of knowledge required is such that in most 
cases the current training of articled 
clerks is very much more complicated 
than the original training that the prin- 
cipal would have had. It is essential for 
the trainee who is let loose upon an un- 
suspecting public to be completely trained 
in all aspects and this will not be the case 
if he has only been able to rely on that 
type of articled service. 

The other type is the partner in larger 
firms, who will inevitably have little on 
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the job contact with his articled clerks. 

This means automatically that training 
now is moving away from firms in general, 
even including the larger ones, and I 
think that I would expect a much bigger 
move towards the system where the 
trainee gets a degree in accounting and all 
the kindred subjects at a full-time edu- 
cational establishment. At that stage he 
would become qualified as an accountant, 
but not a member of an Institute. He would 
become a member of his Institute after 
service with a practising firm for probably 
something like three years, and also after 
he had taken an examination which would 
show that he had absorbed his theoretical 
training and had put it to good practical 
use and was fit to be regarded as a fully 
trained public accountant. 

I would not be surprised, incidentally, 
to see this included in David Solomons’ 
recommendations, especially in view of 
his own background. 





EDUCATION IS A CONTINUING 
PROCESS 


Parents who encouraged their children 
to attain high educational standards 
received some well-deserved support 
from Mr Kenneth Wright, M.A., F.C.A., 
President of the ICA in England and 
Wales at last week’s prize giving cere- 
mony at Chartered Accountants’ Hall 
for candidates who achieved distinction 
at the Institute’s recent exams. He con- 
gratulated parents who had provided the 
encouragement, and often the environ- 
ment in which to study. 

‘Some of you’, continued Mr Wright, 
‘are naturally brilliant, you are fortunate 
that you possess such obliging brains. 
Others — the majority probably ~ owe 
your success to methodical and intelligent 
preparation.’ Expressing the hope that 
they would play a part in Institute life, 
Mr Wright said, ‘we are a dynamic 





The President congratulates James Cox, B.Sc., 
of London, who took First Place in the May 
Final Part | exam. 


profession constantly trying to improve 
our standing and our abilities. We talk 
and listen, write and read, argue, debate 
and have a common concern that ac- 
countancy should constantly improve. 
Play your part!’ 

“You have about ten thousand working 
days ahead of you and I see no reason 
why you should not get great satisfac- 
tion out of them. Our work is sometimes 
arduous, sometimes the responsibility 
weighs heavily but it never need be dull 
or uninteresting.’ 


LETTER TO ROUNDABOUT 


Referral System 


SR, ~ In his letter which appeared in your 
issue of November rst, Mr W. M. Allen 
responded to the somewhat provocative 
comments that I made at the recent 
ACASS conference at the City University 
with regard to the referral system. His 
response is clear and unequivocal. We 
now know beyond any doubt that referred 
candidates are not expected to produce a 
better performance in order to obtain a 
pass in their particular subject than others 
sitting the entire examination. 

Important though this information is, 
it has never been readily forthcoming in 
response to inquiries made in the past; 
be that as it may — the position is now 
clear to all those interested. 

My remarks about the allocation of a 
special number series for referred candi- 
dates must be seen in perspective; when 
saying that I was not aware of the infor- 
mation which Mr Allen has now supplied 
us with. Nevertheless, how reassuring is the 
information that the examination com- 
mittee determines results and not the 
examiners? Is every referred script seen by 
the committee? After all, an individual 
examiner marking a referred script which 
he knows to have been submitted by a 
referred candidate might be forgiven for 
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even unconsciously expecting a better 
standard than the general student. I 
certainly would not like to bet on my own 
absolute objectivity in such circumstances. 

These points should not be seen as 
criticisms but merely as an attempt to 
elicit more information on the way in 
which examination scripts are handled; 
after all, I cannot think that such a dis- 
closure would do any harm and may indeed 
do some good in demonstrating the fairness 
of the system to those who habitually (and 
unjustifiably) complain about marking 
standards, 

On the question of pass rates, it is 
interesting to note, quoting Mr Allen, 
that ‘approximately the same number are 
referred each session... / Mr Allen seems 
to treat this as common knowledge but 
once again it is information hitherto not 
available. Overall pass rates seem to vary 
considerably (particularly in the case of 
Final, Part 2), comparing one set of results 
with another. 

I would have thought that the referral 
system had been in operation for too short 
a time to be able to make any such asser- 
tion as to the regularity of referral rates, 
but apparently this is not so. Either way 
there is no substitute for ‘maximum 
disclosure’, i.e., a published statistic for 
referrals just as for passes and failures. 

We have all been extremely grateful 
to Mr Allen for the way in which he has 
kept interested parties informed of de- 
velopments in the past, and cleared the 
air when unnecessary doubts have lurked. 
Doubts referred to above may be taken to 
reflect those in the minds of many students 
at the present time, all of whom would 
welcome any additional clarification that 
may be forthcoming. 


Yours sincerely, 


E. H WOOLF, F.c.a. 


London, Education Adviser, ACASS. 


APPEL AUX STAGIAIRES 
FRANCOPHONES 


ACASS a développé des liens étroits avec 
D Association Nationale des Experts Comp-. 
tables Stagiaires. Afin d'approfondir ces 
relations et de faire connaître la pro- 
fession européenne aux cadres des stag- 
taires britanniques, ACASS est en train 
d’arranger une visite de quarante membres 
d Paris. Cette visite est prévue pour le 
7-9 Décembre [‘Roundabout’, October 
25th]. Nous cherchons des stagiaires 
francophones qui aimeraient assister d la 
visite et qui pourraient faire l'interprète 
pendant nos rencontres avec nos amis 
francais. Si ce rôle vous interesse, adressez- 
vous d ACASS, 43 London Wall, London 
EC2M 5TB. 

[For the benefit of those who had diffi- 
culty in understanding the above, it 
relates to an appeal by ACASS for French- 
speaking students willing to act as inter- 
preters at a meeting in Paris next month 
with French students. Those who have 
found it necessary to rely on this footnote 
need not apply!] 
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PROFESSIONAL NOTICES 


Botter Davey & Co, of Peterborough, 
London, Spalding and Oundle, announce 
the retirement on October 31st, 1973, of 
Mr L. G. E. Grover, F.c.a., and the 
admission to partnership on November 
rst, 1973, of Mr MICHAEL PERKINS, A.C.C.A. 


Davey Grover & Co, Chartered Ac- 
countants, of ‘St Neots, Bedford, and 
Wisbech, and Bowman Dt gr YOUNG & 
Co, Chartered Accountants, of New Bond 
Street, London, announce that on Octo- 
ber 31st, 1973, Mr L. G. E Grover, 
F.C.A., retired from both firms. 


DELOITTE & Co and Kerr, MacLeop 
& Co announce that they will merge their 
practices on January ist, 1974, and on 
that date the Kerr, MacLzop partners 
will become partners in DELOITTE & Co. 
The merged practices in the West of 
Scotland of DeLorrre & Co (incorporat- 
ing GRAHAM, SMART & ANNAN) and of 
Kerr, MacLeop & Co will be carried on 
from ron Wellington Street, Glasgow 
Gz 6DJ. In accordance with arrange- 
ments previously made by Kerr, 
MacLrop & Co, Mr J. H. STRATHIE will 
retire on December 31st, 1973. Mr F. B. 
Beckett and Mr M. S. H. BELL, both of 
whom have been with Kerr, MacLrop & 
Co for several years, will become partners 
in the merged firm on January Ist, 1974. 
Mr A. McKe rar will continue to be 
available for consultation. The partners 
in Glasgow will then be Messrs R. S. 
Hunter, J. A. Stewart, H. M. BEGG, 
D. Bruce, W. N. HERBERTSSON, J. M. 
Harter, J. F. p—e W. Duvor, J. G. 
HUNTER, F. B. Beckett and M. S. H. 
BELL, all of whom will also be partners in 
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the international firm of DELOITTE, 
Haskins & SELLS at the same address. 

Wuinney Murray Ernst & ERNST 
announce that in the last week of Novem- 
ber their Brussels office will move from 
No. 80 to No. 26 Rue de la Loi, 1040 
Brussels. 

HAROLD Everett, Wrerorp & Co, 
Chartered Accountants, announce that 
they have amalgamated their Manchester 
office with Prestwich & Co, Chartered 
Accountants, and that the new firm will 
practise under the style of HAROLD 
EVERETT, Wrerorp & Co (Incorporating 
Prestwicu & Co) at 86 Bury Old Road, 
Manchester 8. The partners of the Man- 
chester practice will be the London 
partners of HAROLD EVERETT, WREFORD & 
Co, and Messrs J. G. FInecotp, G. R. 
GREENBERG, L. HALPERN and D. A. 
ROYDE. 


APPOINTMENTS 


Mr K. R. Anderson, a.c.c.a., has been 
appointed finance director of Bunzl 
Pulp and Paper. 

Avon Rubber Co have announced the 
following appointments: Mr David 
Jewsbury, F.C.A., becomes group chief 





Mr R. Goodman 


Mr D. Jewsbury 


accountant after a period as internal audit 
manager; Mr Roger Goodman, A.c.M.A., 
is the new group financial controller; Mr 
R. V. Burridge, a.c.a., becomes Exim 
manager, and Mr George G. Prentice, 
F.c.A., has been appointed group internal 
audit manager. 

Mr Christopher Bostock, M.A., F.C.A., 
has joined Thomas Tilling as a senior 
executive. 

Mr Bernard Frowd, a.1.M.7.A., formerly 
deputy treasurer of Lincoln CBC, has 
been appointed city treasurer of Exeter 
CBC. 
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Mr Ralph Hinchcliffe, F.c.a., A.C.MA, 
has been appointed managing director 
of Heywood Williams Group. 

Mr E. J. Newman, M.A., F.c.a., has 
been appointed to the board of Patent 
Industrial Group as a non-executive 
director. i 





Mr H. H. Maclennan 


SS. a 
Mr E. J. Newman 


Mr H. H. Maclennan, a.c.a., has taken 
up the position of financial director of 
House of Cards (Data Preparation). 


Mr C. J. Humpage, a.c.a., has been 
appointed chief accountant of Hanover 
St George Securities. 

Mr A. E. S. Smith, F.C.M.A., M.B.I.M., 
has been appointed to the board of 
Brook Crompton Parkinson Electric 
Motors, a Hawker Siddeley company, 
as finance director., 

Mr Edward Wilson, A.C.M.A., has been 
made financial director of the Nationwide 
Car Distributors Group. 


Mr David Windle, A.C.A., has become 
financial controller of Joviel Properties; 
he was formerly with Thomson McLintock 
& Co. 


REVISED VAT NOTICE 


Partial Exemption 
and Self-Supplies 


A revised edition of Customs and Excise 
VAT Notice No. 706 is now available 
from local VAT offices. The notice is 
in two parts, the first of which deals with 
partial exemption and the second with the 
self-supply of stationery, which is subject 
to special regulation. 

The new edition incorporates the 
amendments introduced by VAT amend- 
ment leaflet No. 1 (The Accountant, 
March 8th and a2gth) and gives more 
detailed guidance on methods by which 
partially exempt businesses should cal- 
culate deductible input tax. 





FOR C.A. 
EXAM 
PASSES 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (withont obligation on application to Careers Adviser) 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS- 


Tel. 01-947 2211 


(24-hour Recording Service ~ 01-946 1102 — Prospectus only) 
Accredited by the Council for the Accreditation of Correspondence Colleges 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


New Subscription Scales 


New subscriptions scales, approved at 
the Institute’s special meeting on June 
sth, will come into effect (subject to 
allowance by the Privy Council) on 
January 1st, 1974. The new scales elimi- 
nate some of the older differentials, and 
include additional certificate fees for 
practising members. 

The {£1 subscription for retired mem- 
bers is unchanged, but all other categories 
of membership are likely to be affected. 
Members who pay their subscription by 
banker’s order are particularly requested 
to make the necessary amendment to 
their instructions well in advance of 
January ist, 


NEW MEMBERS FOR LDS 
COMMITTEE 


The London and District Society of 
Chartered Accountants announce that Mr 
Alec Rabarts, B.A., A.C.A., and Mr Roger 
White, A.c.a., have been co-opted to the 
Society’s main committee to fill vacancies 
that have arisen. Neither are strangers to 
the Society — both have been of great 
assistance in its professional activities. 
Alec Rabarts, who is 31, is a manager 
with Tansley Witt where he is responsible 
for staff training and technical matters. A 
graduate in French and German, he spent 
two years as a lecturer at Stockholm 
University before entering the profession. 
Roger White is 33 and a tax manager 
with Peat, Marwick, Mitchell. In addi- 
tion to his work for the Society he has 
lectured to the International Fiscal 


Association and earlier this year appeared 
on BBC Television’s Midweek programme 
covering the 1973 Budget. 









Mr A. Rabarts Mr R. White 


ae 
THE 4 
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International meeting. Kidsons, Chartered 
Accountants, recently held a cocktail party 
at the Caledonian Club, London, for members 
of overseas firms with whom they work. 
Attending were principals from North America, 
Europe, Africa and the Far East who were 
in the United Kingdom for discussions on 
matters of mutual ‘interest. Pictured are 
Mr R. K. Khanna, of R. K. Khanna & Co, India, 
left, together with Mr Charles Massey, 
F.C.A., of Kidsons, Birmingham, and Mrs 
Massey. 


STAGE 3 PAY CODE 


The pay side of the Stage 3 Pay and Price 
Code came into operation on November 
7th and will be in force until the autumn 
of 1974. 

Under Stage 3, the pay limit is set at a 
maximum of 7 per cent of the average 
pay bill per head of the group for the 
previous 12 months or {2:25 per week. 
The Pay Code also provides for the 
negotiation of a 1 per cent flexibility 
allowance, payments for working unsocial 
hours, threshold agreements, extra pay- 
ments for new efhiciency schemes, pay- 
ments to deal with anomalies created by 
the standstill, further progress towards 
equal pay and increases in certain types 
of London allowance, all where ap- 
plicable. 


INDUSTRY ACT LOANS 


The maximum rate of interest relief 
grant and the interest rates for loans 
under section 7 of the Industry Act 1972 
were increased with effect from Novem- 
ber ist, as a result of rises in commercial 
interest rates. Projects qualifying for 


JOHN FOORD & COMPANY 


61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 








663 


regional. selective assistance under sec- 
tion 7 fall into two broad categories: 
(a) new projects and expansion which 
create additional employment in the 
assisted areas, and (b) projects for 
modernization and rationalization which 
will not provide extra jobs but will 
maintain or safeguard existing employ- 
ment. 

The rate of interest relief grant 
available in those cases where it would be 
appropriate to allow an interest-free 
period is being increased from 10 to 
114 per cent. Firms may now qualify for 
an interest relief grant of up to 114 per - 
cent for up to two years and then at the 
rate of 3 per cent for up to a further four 
years, making the new maximum grant 
35 per cent of the loan which would 
otherwise have been made available from 
public funds. 

The concessionary interest rate on 
loans under section 7 of the Industry Act 
1972 is increased from 8 to oi per cent. 
The ‘broadly commercial’ rate of interest 
on loans for modernization projects not 
providing additional employment is being 
increased by an equivalent amount. 


1974 LAVY AWARDS 


Members of the recognized accountancy 
bodies who are citizens of the UK or of 
the Irish Republic, and preferably under 
the age of 30, are eligible to apply for one 
of the Lavy teaching fellowships or 
graduate studentships tenable from 
September 1974. The closing date for 
receipt of applications is February 8th, 
1974. 

One or two fellowships of the value of 


INSTITUTE LIBRARY 


The Librarian of The Institute 
of Chartered Accountarits in England 
and Wales regrets that due to 
staff shortage, the Institute Library 
will be closed to personal callers 
during the period Monday, Novem- 


ber roth to Friday, December yth, 
to enable outstanding work to be 
brought up to date before the 
year-end. 

During this period postal re- 
quests and inquiries will be dealt 
with in the normal way. 


01—402 8361 
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£2,600 pa each (exclusive of related 
expenses and course fees) may be awarded 
to ‘qualified accountants with an aptitude 
for and intention to engage in a teaching 
career who, having gained some post- 
qualification experience, wish to study for 
a higher degree . . . while carrying out 
limited teaching duties in the institution 
to which they are appointed’, 

The studentships (up to four may be 
awarded in September 1974) are of the 
value of. £1,200 pa each, and are 
intended for recently-qualified account- 
ants who wish to undertake full-time study 
for a higher degree with a view to a 
teaching career. 

Full details and application forms are 
available from the becretary (Trusts), 
Chartered Accountants’ Hall, Moorgate 
Place, London EC2R 6EQ, marking 
the envelope ‘Lavy Awards’, 


SOCIETY OF INVESTMENT 
ANALYSTS 


The inaugural dinner of the Scottish 
Branch of The Society of Investment 
Analysts was held at the North British 
Hotel, Edinburgh, on October 25th, 
chaired by Mr James C. Hardie, Scottish 
Branch Committee Chairman. 

The main speaker was Mr David 
W. M. Donald, opp, general manager 
of Standard Life Assurance, and among 
the 250 diners present were prominent 
members of the investment and business 
communities in both Scotland and 
England. Also among the guests were 
representatives from Canada, including 
the Chairman of the Toronto Stock 
Exchange. 

The Scottish Branch already numbers 
go members engaged in stockbroking and 
investment management. 


SHARE SAVINGS SCHEMES 


The Treasury has ordered that Part II 
and Part III of Schedule 8 to the Finance 
Act 1973 shall come into force on 
December ist, 1973. 


ICSA CHARITIES GROUP 
MEETING 


The Charities Group of the London 
Branch of The Institute of Chartered 
Secretaries and Administrators invites 
accountants who are concerned with 
charities to attend a meeting at which the 
subject under discussion will be ‘Are 
charities at the crossroads’? 

To be held at the National Council 
of Social Services, 43 Bedford Square, 
London WC", on Tuesday, November 
27th, at 6 p.m. for 6.15 p.m., the speaker 
will be Mr Benedict Nightingale, author 
of the book, Charities. Admission tickets 
are not required. 


ACCOUNTANT 
TAXES AND PUBLIC SPENDING 


The first of a new series of Treasury 
broadsheets on public finance was pub- 
lished recently. Entitled Taxes and 
Public Spending, it looks at what happens 
to the taxes which people pay, and ex- 
plains in simple terms how taxation 
attects the economic life of the country. 
Designed for readers without specialized 
knowledge, the broadsheet may well 
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be of interest to practitioners’ clients. 

Further issues in the series will look 
more closely at the different taxes and 
will describe the far-reaching changes in 
the British system of taxation which 
came into effect earlier this year. 

Copies are available free from the 
Publications Division, Central Office of 
Information, Hercules Road, London 
SE: 7DU. 


In Parliament 


Stock Options and Share 
Incentive Schemes 


Mr Davıp Price asked the Chancellor 
of the Exchequer to what date proposals 
for modifying the conditions set out in 
Command Faper No. 5444 with regard 
to stock options and share incentive 
schemes during stage 3 can be considered; 
and whether these proposals will be 
implemented by code, regulation or 
amending legislation. 

Mr Norr: Comments were asked for by 
October 19th. When the representations 
received have been considered, a new 
Price and Pay Code order will be made 
under the afhrmative resolution procedure 
prescribed in section 2 of the Counter- 
Inflation Act 1973. 

Hansard, October 24th. 
answers, col. 528, 


Written 


Company Returns 


Mr Gerorce CUNNINGHAM asked the 
Secretary of State for Trade and Industry 
what steps are taken against companies 
which fail to make an annual return to 
Companies House as required by law. 
Sir G. Howe: Up to three reminders 
are despatched to a company in default, 
and. failing compliance each director is 
then reminded personally. If there is then 
no compliance, the directors concerned are 
prosecuted. If there are no directors, or 
if letters to them or to the company at its 
last notified registered office address are 
returned unanswered, the company is 
eventually struck off the register on the 
grounds that it appears not to be in 
business or in operation. 
Hansard, October 
answers, col. 548. 


24th. Written 


Pergamon Press Ltd 


Mr Bruce-Garpyne asked the Secretary 
of State for Trade and Industry when he 
expects to receive the final report of the 
inspector appointed to examine the affairs 
of Pergamon Press Ltd; and whether 
he intends to publish it. 

Sir G. Howe: The final report of the 


inspectors appointed to investigate the 
atiairs of kergamon Press Ltd was 
received on August 16th, 1973 [The Ac- 
countant, August 23rd]. Mr Maxwell 
has made to the Department rep- 
resentations about the report which are at 
present being considered. 

Hansard, October 25th. Written 
answers, col. 703. 


Companies House 


Mr Rost asked the Secretary of State for 
Trade and Industry what representations 
he has received from the Stock Exchange 
and other City of London institutions 
about the decision to move Companies 
House from London to Cardiff. 

Sir G. Howe: The views of the major 
users of Companies House were sought 
before the decision to move was taken; 
since the decision was announced, repre- 
sentations have been received from the 
Stock Exchange, jointly from the Law 
Society and the City of London Solicitors 
Company, and from the Holborn Law 
Society. Some individuals and indivi- 
dual firms have also made representa- 
tions. My department is arranging to 
discuss with the main bodies concerned 
how their needs can best be met in the 
context of the dispersal plan. 

Hansard, November sth, Written 
answers, col. 46. ` 


Expenditure 


Mr Deakins asked the Chancellor of the 
Exchequer what rate of return on capital 
he insists on before approving projects 
for central government expenditure, 

Mr Nott: For that category of govern- 
ment projects which produce a financial 
return on benefits which can be valued, 
a rate of return of ro per cent, in real 
terms, is normally expected, but is not 
the sole criterion. Approval of individual 
projects may depend on such factors as 
the availability of resources, and on costs 
or benefits which cannot be expressed in 
financial terms. 

Hansard, November oth. 
answers, col. 271. 


Written 
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The Rise and Fall of Pergamon 


a 


have no hesitation in attributing the primary 
responsibility for the rise and fall of Pergamon to 
Mr Maxwell.’ So conclude the DTI Inspectors, Sir 
Ronald ‘Leach, c.B.£., F.c.a., and Mr Owen Stable, oc, in 
the course of their third and final report on the affairs of 
Pergamon Press Ltd and other connected undertakings, 
published on ‘Tuesday. 

The opinion which the inspectors formed of Mr 
Maxwell’s personality and methods emerges with sufficient 
clarity from their first and second interim reports (The 
Accountant, July 22nd, 1971, and April 13th, 1972), and it 
was hardly to be expected that the present report would show 


any significant change. A pattern emerges of transactions. 


undertaken between Pergamon and private companies 
` under the effective control of Mr Maxwell — transactions 
which can in no sense be regarded as arm’s length or 
normal bargains, and whose real purpose (until the Leasco 
deal foundered), ‘was to increase the value of Pergamon’s 
shares in the stock-market. The Pergamon saga, and 
Pergamon’s reputation as an exceptional “growth stock”, 
could not have been established without the network of 
related private companies, and without undertaking trans- 
actions such as the ones on which we have reported... .’ 

Mr Maxwell, predictably, is no more enamoured of the 
present report than of its two predecessors, and has 
already claimed that he has been cast in the role of sole 
scapegoat to preserve the credibility of the Take-over Panel 
and of Pergamon’s professional advisers. However, on this 
occasion the inspectors, while reserving their heaviest 
criticism for Mr Maxwell, have some sharp words also for 
members of the accountancy profession. 

These include the firm of Chalmers Impey & Co, who 
as Pergamon’s auditors raised a number of queries and 
objections on the company’s accounting practices and on 
transactions with the Maxwell private companies which 
appeared to them unusual. However, even with the full 
benefit of a number of extenuating circumstances, the 


inspectors ‘are driven to the conclusion that Chalmers: 


Impey should not have been satisfied by Mr Maxwell’s 
ever-ready explanations, and that they failed to rumble 
him. We are also critical of them that . . . they failed to 


ensure that shareholders were informed of the existence 
and extent of such trading between Pergamon and the 
Maxwell family companies’. 

Another accountant who fares badly at the inspectors’ 
hands is Mr C. T. Clark, r.c.a., who was a director of 
Pergamon from March 1953 to October 1969, and of at 
least two other Maxwell companies at various relevant 
dates. The inspectors are unable to escape the conclusion 
that Mr Clark (whose association with Mr Maxwell goes 
back to 1952) was privy to Mr Maxwell’s real purpose of 
boosting the stock-market quotation of Pergamon’s shares, 
and to a number of the transactions criticised in the report. 

Readers will no doubt draw their own conclusions from 
the fact that these criticisms of Chalmers Impey, and of 
Mr Clark, were in Mr Maxwell’s possession — but not 
generally known — on August 31st last (The Accountant, 
September 6th), when he declared to an audience of ACASS 
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members Chat the profession observed a tradition of ‘dog 


‘not eating dog’, and that he had read in vain through 


reports of DTI investigations, including his own, for 
criticisms of an auditor. . , 
Contemporaneously with publication of the inspectors’ 
report, Mr Maxwell released the text of his own reply to 
the DTI on the inspectors’ findings. At a press conference 
this week, he made clear his intention of continuing his 
course of legal proceedings designed to show that the 
inspectors’ procedure had been lacking in natural justice, 
and that all three reports were therefore a nullity. He has 


also made, quite correctly, the further point that inspectors’ 
` reports, per se, reflect only the inspectors’ opinions and have 


no further legal significance. 

Ammunition is given to Mr Maxwell by an admitted error 
on the part of the inspectors. Due to the misreading of a 
ledger account, Robert Maxwell & Co Ltd were stated to 


` owe £50,809 to Pergamon at October 31st, 1968, whereas in 


fact the indebtedness ran in the opposite direction. Most 
members of the profession would probably admit, in all 
candour, to having made a similar slip at some stage in their 
career but, given the gravity of the present matter and the 
resources of one of the largest accounting firms in the 


‘world, we feel that it should not have persisted to the 


D 


final stage. í 

The affected paragraphs are clearly marked in the pub- 
lished report by asterisks. It would have been physically 
possible — and, some may think, preferable — once this error 
had been pointed out by Mr Maxwell’s solicitors, for these 
passages to have been withdrawn or rewritten; unfortu- 
nately, the legal position appears to be that the inspectors, 
having once signed the final report, were functi officio and 
had no standing to revise their work in this way. 

To support his position that the inspectors’ procedure 
was lacking in natural justice, Mr Maxwell includes as a 
foreword to his reply a page headed “They Must be Fair’, 
with quotations from judgments given in various proceed- 
ings initiated by him against the inspectors. Unfortunately, 


` it must be said straight away that these quotations are brief 


and very selective; they do not disclose, without reference 
to the full judgment in each case, that the relief for which 


» Mr Maxwell was asking was in each case refused. 


It does not immediately appear, for instance, that Lord 
Denning threatened Mr Maxwell and his co-directors with 
proceedings for contempt of Court ‘if they should seek 
to take again such unwarranted points’ and ordered the 
inspectors to proceed with the utmost expedition and to 


` . brook no delay. Nor that Mr Justice Forbes, in refusing an 


interlocutory injunction, made no more than a tentative 


. finding that the inspectors ‘may be found to have taken a 


wrong decision in a field where the landmarks are few and 
the terrain confused’. Nor that Mr Justice Wien (whose 
judgment is still subject to an appeal), likewise refused an 
injunction, holding that the inspectors had been ‘eminently 
fair’ to Mr Maxwell and that not a single allegation of 
unfairness had been substantiated. 

More important than the personalities involved in this 
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case are perhaps, its implications for the future course of 
company law. We are not at present aware of any other-case 
in which the powers and duties of inspectors appointed 
by the DTT have been so fully argued, or so closely con- 
sidered by.the Courts. There may also be some sympathy 
for Mr Maxwell’s view that the legal position of inspectors’ 
reports is profoundly unsatisfactory, in that by their wide 
dissemination (at least in such a cause célébre as the present), 
they may indeed amount to ‘business murder’, but that as 
expressions of opinion only they are not open to any right 
of appeal. 


The Price of 
Independence 


pore extremists are apt to prove ungenerous 
opponents. They are seldom over-nice in their choice 


of weapons, and they make singularly bad losers. This 


truism is prompted by the enforced resignation last week 
of the chief financial officer - Mr W. T. Casterton, A.C.C.A. — 
the town clerk, and two other senior officials of Clay Cross 
Urban District Council, apparently for refusing to im- 
plement the council’s continuing — and, on all available 
indications, unlawful — defiance of the Housing Finance 
Act. : 

Official reaction to the news of Mr Casterton’s predica- ’ 
ment was swift and unequivocal; the President of The 
Association of Certified Accountants, Mr. T. O. W. 
Newman, ,F.C.C.A., F.C.1.S., expressed himself ‘fully in 
support of Mr Casterton’ s action, as the only way of 
preserving his independence’. The Association’s Secretary, 
Mr F. C. Osbourn, M.B.E., B.A., LL.B., confirmed that Mr 
Casterton and the other officers involved seemed to have 
acted not only properly, but in the only way open to them 
in an extremely difficult situation. 

We do not doubt the existence of widespread profes- 
sional support for the view that the chief financial officer 
of a local authority has responsibilities to the general body 
of ratepayers and to his profession, no less than to his 
immediate employer; and we consider it grossly unfair 
to expect any professional man to act illegally in consequence 
of his being caught in a political crossfire. . 

Public officials in the United Kingdom have a long 
tradition of political impartiality in the service of their 
elected masters. If they are to be victimized — and no other 
word is appropriate here — in pursuance of a political aim, 
it is impossible to see how acceptable standards of public 
administration can long be maintained. 

Much: has been heard lately of ‘politically-inspired’ 
legislation, usually from those who claim. the right to 
decide for themselves how much. of the law they will or 
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will not recognize.: This, as it seems to us, is an arrogant 
and potentially mischievous créed. All government legis- 
lation inevitably has, in the proper sense of the word, a 
political purpose; and a good deal of it is likely to intrude, 
at. some stage, upon the cherished privileges of some 
sectional interest. 

lf we are to accept the Housing Finance Actas ‘politically- 
inspired’ in the language of Clay Cross, then the same is 
true, conceivably, of the introduction of capital gains tax, 
and certainly of several sections of the Companies Act 
1967. There are, too, not a few provisions of successive 
Finance Acts which might be regarded as ‘director-bash- 
ing’; shall we then see the Institute of Directors, for 
example, advising its members not to recognize these Acts, 
and procuring the dismissal of auditors who insist on the 
statutory disclosures being made? 

The personal political beliefs of the Clay Cross council- 
lors are, in themselves, of no particular significance — 
save perhaps to those ratepayers who at some stage will 
have to underwrite the {100,000 deficit on the council’s 
housing account. What is at stake is a principle which, 
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prior to the present case, we should have regarded as well- 
established for many years; that a professional man’s 


‘conscience is not at the political disposal of his employers. 


The Clay Cross example should sound a warning to the 
governing councils of all professions with members in 
local government, and strengthens the case for a central 
council of the professions to deal with matters of common 
concern. 

This is not a problem which will go away if j it is ignored, 
even though Clay Cross itself is to disappear as a municipal 
authority under next year’s reorganization of local govern- 
ment. Within the context of democratic government, the 
law exists to preserve an impartial balance between op- ` 
posing factions, and subjective assertion of the right of 

‘social protest’ has already been pushed beyond what many 
would regard as acceptable limits. 

Though the apostles of this creed may see themselves as 
heroic martyrs to a cause, the experience of Mr Casterton 
and his fellow-officers creates in our mind a wholly different 


` impression of a political’extremism that is vindictive, mean 
‘and contemptible. 


dards Committee’s first exposure draft 
(The Accountant, July sth). ‘Con- 
siderable progress’, it was confirmed 
this week, has been made towards an 


agreed text, which is expected to be >... 


available after the committee’s next 
meeting in January. 


CO-ORDINATED ` world-wide 

accounting profession with uni- 
form standards = this is the declared 
objective’ of the International Co- 
ordination Committee for the 
Accountancy Profession ‘(ICCAP) 
which was inaugurated in October 
1972, during the International Con- 
gress of Accountants in Sydney. 

An ICCAP statement issued this 
week reveals that the committee is 
. undertaking a study of the proposed 
. constitution, membership and func- 
tions of an international organization 
of professional bodies which would 
work towards the attainment of the 
long-term objectives. 

At the second meeting of ICCAP 
held last month in Mexico City, the 
committee unanimously decided on a 
programme of work to encourage the 
formation and development of regional 
organizations with common objectives ; 
and to establish guide-lines on prin- 
‘ciples to bë adopted by professional 


education and training. 


bodies in framing ethical rules and 
minimum standards of professional 


The International 
Standards Committee formed in June 
this year and which, as noted below, 
met in London last week-end, is.a 
part of ICCAP but has autonomy in its 
work of seeking to establish inter- 


nationally recognized basic accounting 


standards. . 

ICCAP currently comprises repre- 
sentatives of the professional bodies 
in Australia, Canada, France, Ger- 
many, India, Japan, Mexico, Nether- 
lands, Philippines, UK and the USA. 
The UK delegate is Mr Dougie 
Morpeth, T.D., B.CGM., F.C.A. 


IASC’s First Exposure 
Draft Imminent 


ISCLOSURE of accounting 
policies will form the subject of 
the International Accounting Stan- 


t 


Accounting. 


At that meeting, the committee will 
also have under consideration a draft 
second standard on valuation of in- 
ventories. The third topic on me" 
agenda — consolidated accounts — is 
listed for discussion at a meeting next 
April. 8 

Coincidentally, the subject of con- 
solidated accounts formed the theme 
of a recent one-day seminar — the 
sixth in the series Les mercredis de la 
comptabilité, or ‘Accounting Wednes- 
days’ — sponsored by the French 
accountancy profession, at which Mr 
Murray Charlton, F.c.a., was invited 


-to speak on UK rules of consolidation. 


Summing up the day’s debate, M 
André Postel-Vinay, President of the 
Commission des Opérations de Bourse, 
found general agreement on the ad- 


vantages of publishing consolidated 


accounts, and regretted the. com- 
paratively slow progress made in this 
direction. 

Despite an eight-fold improvement 


‘over the years ae to 1972, he Ge 
“barely a third of French - public 
companies with consolidable interests 
had published consolidated accounts 
during 1972. The defaulters included 
. six of the 20 largest quoted holding 
companies. Further, in only 19 cases 
` during the whole of 1972 had con- 
` solidated accounts been included with- 
in the terms of the auditors’ report. 

The IASC is inviting accountancy 
bodies throughout the world to apply 
for associate membership of the com- 
mittee. 


` _ FASB to Consider 
:.' Business Combinations 


CCOUNTING for business com- 
Ge 8 binations and related intangibles 
` has been added to the technical 
_ agenda of the US Financial Accounting 
Standards Board. The new project, 
first to be added to the. Board’s 
_ agenda since last April, is in effect a 
, reconsideration of the Accounting 
‘Principles Board opinions ` Nos. 16, 
| ‘Business combinations’, and 17, ‘In- 
„și ~ tangible assets’. 
«. » The decision to add business com- 
“y, binations to the Standards Board 











_ agenda stems from an open letter. 


which it issued last . July (The 
.. Accountant, July 26th) asking financial 
executives, analysts, accountants and 
“other interested parties to submit 
` comments on the need to replace, 


revise or interpret existing pronounce- 
ments of the APB. Since expiry of the 
September 30th deadline, the FASB 
has been analysing more than 100 
detailed replies. 

A task force of outside experts will 
be appointed to assist the FASB in 
developing a neutral discussion memo- 
randum which will serve as the basis 


for public hearings on the issue. - 


Following public hearings, a draft 
statement on accounting for business 
combinations and intangibles will be 
exposed for public comment before a 
final statement is issued. 





Late Receipt of 
VAT Invoices 


We are indebted to a reader for’ 
information of a significant con- , 
cession by HM Customs and Excise, ` 
in favour of traders who have ceased - 
to be registered for VAT and who 
receive belated tax invoices. Repay- 
ment of this input tax, it has now been 
officially confirmed, may be claimed , 
subject to certain conditions. 
The full text of the Customs and . 
Excise decision is as follows: 
‘A person who has ceased to be a. 





State of Emergency g 


HE succession of decisions re- 

flecting the Governmenit’s response 
to the nation’s economic difficulties 
made depressing reading in last week’s 
press. The Bank of England minimum 
lending rate was raised from 11} to 13 
per cent; the major banks were re- 
quired to transfer a further 2 per cent 
of their funds to special deposits. 
Thus, not merely will overdrafts cost 
more — between 14 and 18 per cent — 
but the banks’ ability to lend will be 
lessened. This presupposes that sup- 


plementary action will be taken by the 


Government to check the growth in 
money supply. — 
Announcement of a massive trade 





WOMEN CHARTERED ACCOUNTANTS’ DINNER IN LONDON 
- ‘The President of the Institute with, to his right, Miss P. M. Barrett, F.C.A., Chairman of the 
" Women Chartered Accountants’ Dining Society, and Miss Margaret Smith, F.C.A., Vice- 








., Chairman and, to his left, Miss Monica Allanach, FLA, guest speaker, and Mrs Caroline 
. Roughton, F.C.A., Secretary of the Society. A report of the occasion appears on page 693. 


deficit of nearly £300 million, later 
to be increased by a further £75 
million of unrecorded imports at 
Heathrow, did not help matters. To 
check any pressure on sterling, apart . 
from raising interest rates, the authori-" 
ties almost certainly continued to, 
support the £ in the markets, thereby 
holding the exchanges fairly steady. 
The uncertain situation on the oil 
front and the apparent determination ` 
of the coal miners and electricity 
power engineers to continue pressing ` 
their claims, combined to lead the 
Government to enact a state of 


emergency. 3 
Speaking to members of the 
American Banks Association, Mr: 


- Anthony Barber, Chancellor of the 


Exchequer, declared that the purpose 
of the action taken was ‘to defend the 
value of sterling and to enable the- 
nation to sustain balanced economic ' 
expansion’. The need to maintain the 
external value of sterling, he claimed, 
was self-evident; any further de- 
preciation in the exchange rate would 
have raised import prices still higher. | 
The world rise in import prices and 
now the oil crisis have certainly made 
life very difficult for the Government, 
but some part of the present troubles 
stem from its own failure to control | 
the money supply more effectively. | 
The trade balance is no more than the ` 
consequence of the UK’s domestic ` 
inflation. What becomes increasingly | 
clear is that, unless some groups in the 
community recognize that they have. 
obligations and responsibilities as well ` 
as rights, Lord Rothschild’s dire 
warnings may well be borne out. T 
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Does your client need 
a commercial loan? 


JI he does it will be worth your while finding 
out about our commercial loan service. 
As independent financial consultants it is our busi- 


ness to know exactly what is going on in the financial 
market place and how to get the best out of it. 


. For our clients. For your clients. 


We have the facilities, the experience and the contacts for 
finding money for commercial or industrial schemes and 
arranging the best possible terms. 


Post this coupon today or telephone Derek Williams, our 
Commercial Consultant, and he will be pleased to go more fully 
into our service. 


Independent advice that puts wealth to work 


Antony Gibbs (Mortgage Services) Ltd 


4 Hanover Square, London WIA 4BG. Tel: 01-409 2121. A member of the 
Antony Gibbs Merchant Banking Group, founded in 1808. 
Name. l 


Company 


DYC/A/11/23/317 
Business Address 


Telephone 


Not applicable to Eire 


Registered office: 7 Hanover Square, 
London W1A 4BG. 
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Accountancy Examination Tuition by the Metropolitan College 


INSTITUTE OF CHARTERED ACCOUNTANTS 


%& The Metropolitan College offers you the 
benefit of more than sixty years’ accumu- 
lated experience in examination coach- 
ing. 


zk A guarantee of coaching until successful. 


% Helpful, up-to-date study notes, mostly 
in printed pocket-sized booklet form. 


zk Adequate test practice and tutorial 
criticism. 


yr Invaluable self-examination questions, 


zk Official publications of the Institute, 
appropriate to the Intermediate and 
Final examinations. 


J.Dip.M.A. 


the highest award available 
to Accountants in Great Britain 


CERTIFICATE IN MANAGEMENT 
INFORMATION 


The above-mentioned examinations are open 
to members of the Institute and have been 
instituted to improve the standard of ac- 
counting services and to encourage study in 
the increasingly important feld of business 
administration and organization respec- 
tively. When applying for particulars of the 
College’s expert postal courses, please 
specify the examination in which interested. 





After the examinations leading to the pro- 
fessional quali.ication of Chartered Account- 
ant, Metropolitan College students have gained 


11,000 SUCCESSES 


and more than 


350 HONOURS 


including 


56 FIRST PLACES 
38 Second Places 
66 Third & Fourth Places 


AND NUMEROUS PRIZES, MEDALS 
AND SCHOLARSHIPS 


Write TODAY for a free copy of the College 
‘Accountancy’ Prospectus (stating the exami- 
nation in which you are interested) to The 
Principal, B. Mendes, B.SC.(ECON.), F.C.A. 
{Dept A1/32), Metropolitan College, St Peter’s 
Street, St Albans AL! 3NE, or CALL at 30 
Queen Victoria Street, London EC4. Telephone 
01-248 6874. After office hours (5 p.m. Monday 
to Friday) telephone messages are recorded 
electronically. 


Members of the Association of British Correspondence 
Colleges 


Accredited by the Council for the Accreditation of 
Correspondence Colleges 
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£115 NET 


LINKED PRIVATE STUDIES 


The Luton College of Technology 
and Metropolitan College now 
offer facilities for integrated oral 
and correspondence tuition. One 
week ‘pep’ Courses — to assist 


students in areas of weakness. 
Week-end residential ‘Punch’ 
courses — for intensive concentra- 
tion on particular subjects. For 
details of these, and other linked 
courses write to: Metropolitan 
College, St Albans ALI 3NE. 
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TEMPORARY BINDING CASES 


This is the only self-binding device that 
makes a real book and allows the pages 
to lie perfectly flat when open. Twenty- 
six issues and index may be bound by 
inserting a new metal rod each week. 
The case is covered in blue cloth suitably 
worded and of an extremely attractive 
appearance worthy of the best book- 


£1-55 including post/packing & VAT U.K. 
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Funded Debt Liable 
to Capital Duty 


AES million debt to IPC Services 
Ltd, created by the cancellation 
of 15 million Reed International Ltd 
shares, was subject to stamp duty as 
a ‘funded debt’, Sir John Pennycuick, 
V-C, decided in the High Court on 
Tuesday of last week. 

Reed International Ltd lost their 
case against the Commissioners of 
Inland Revenue, who had claimed that 


THE 
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the debt was loan capital within the 
meaning of the Finance Act 1899, and 
so liable to stamp duty at the rate of 
50p per £100. 

The Vice-Chancellor said that the 
debt had been created by agreement 
between the two companies after 
Reed’s take-over of IPC in 1970, 
because it was illegal (under section 
27 of the Companies Act 1948) for a 
company to hold shares in its holding 
company. To avoid that state of 
affairs, IPC’s 15,168,652 shares in 
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Reed International Ltd were can- 
celled, and a debt of £36,404,765 
created. 

The Vice-Chancellor said he had 
reached the conclusion that the trans- 
action was a ‘funded debt’ under 
section 27 (5) of the 1899 Act — that is, 
any debt possessing the nature of 
capital, value interest and having a 
long duration. ‘Applying that to the 
present case,’ he said, ‘there is no 
doubt that the debt comes within this 
definition.’ 





THIS IS MY LIFE 


Sorry, 
Wrong Number 


by An Industrious Accountant 


Mi telephone rang. Our switchboard operator said 
sweetly, ‘Mr Smith asking for you, sir’, and put me 
through. After a short pause, Smith’s private secretary 
said aloofly, ‘Just a moment, please’ and apparently 
vanished. I said ‘hello’ a couple of times, then she re- 
materialized later to say reprovingly, ‘Mr Smith will be 
with you immediately’ and disappeared again. 

After several more ‘hellos’ I heard Smith at a distance 
telling somebody to contact George right away, and 
remember that interview on Tuesday. Then he came on 
with a jovial ‘Hello, hello there, old chap.’ I said nothing. 
When he barked the third time, I gave him the ‘Sorry, 
can’t hear you’ and ‘Good morning, Mr Brown’ treatment, 
and the conversation never recovered. i 

Later, I tried to clarify her responsibilities with our 
silly S/Op, but she smiled inanely and obviously would 
tell the story gleefully around the office within the hour. 

Telephonists have deteriorated sadly since I worked in 
my old audit office. There we had a military-moustached 
old retainer whose work was slow, safe, solemn, and sub- 
servient. When I came to my present job we had two 
operators sitting in a corner with a big grimy switchboard 
a foot from their faces, all buzzers and wired gadgets 
pushed in and pulled out. They were elderly, hard-bitten 
and hand-picked, since the deputy chairman was sus- 
piciously convinced that younger girls would listen to his 
private conservations and retail them later. 

The chairman treated them benevolently, since they 
shrewdly treated his private long-distance calls as business 


` 


conversations and didn’t charge them to his account. He 
responded with chocolates. 

The managing director, contrariwise, disliked them 
because they didn’t give his calls complete priority. He 
used to stalk along menacingly and ask quietly but nastily 
how much longer must he wait. Then he’d consult his 
watch and go ‘tut-tut’ behind them. This made them 
jumpy; ultimately, the elder of the two had hysterics in the 
cloakroom and resigned that evening. 

The training of replacements became a long, painful 

process of selecting volunteers and brooking no denials, 
but the hysterics proved lethal to the trained stand-ins, 
who demurred en masse. Pressed hard by the office manager 
and the call of duty, they faltered — but the next morning 
their respective mothers phoned to say they had flu, bad 
flu... 
Fortunately a serene nineteen-year-old with outside 
experience stepped in. Ten minutes later she made com- 
pany history by firmly telling the MD she couldn’t work 
with. anybody standing behind her; moreover she wanted 
the installation moved near the window. Incredibly, he co- 
operated like a lamb. 

Nowadays, beginners run seemingly simple box-like 
electronic affairs, but their bosses suffer as much as ever, 
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Successful Conference in Bangkok 


8 E Institute of Certified Accountants and Auditors of Thailand was the host body 
for the Seventh Conference of Asian and Pacific Accountants which concluded in 
Bangkok last week. A record number of 800 registrants from 20 countries attended the 


conference, 


Of the visiting countries, Australia — with a contingent of over 100 delegates and 
accompanying persons — made up the biggest contingent, followed by Japan with 50. 
Other countries represented were Canada, Fiji, Hong Kong, India, Indonesia, Korea, 
Malaysia, New Zealand, Pakistan, the Philippines, Singapore, Sri Lanka, Taiwan, the 


United States and South Vietnam. 

The conference was opened by the 
Prime Minister of Thailand, Dr Sanya 
Dharmmasak, making his first public 
appearance following his assumption of 
office as leader of the new government. 
Speaking in the Thai language, he 
stressed the importance of the account- 
ancy profession to the future growth of 
Thailand, and pledged the support of his 
government to the conclusions and 
recommendations of the conference. 


Technical sessions 


The theme of the technical sessions of 
the conference was ‘Economic data for 
motivation and decision making’. In the 
words of the conference chairman, Mr 
Booncha Rojanastien, the choice of this 
theme reflected the growing need of 
decision makers, shareholders and the 
general public to apply standards by 
which to assess the effectiveness of 
modern business operations. 

Individual papers were contributed 
on five principal subjects: financial 
measurement of international operations; 
approaches to price level changes in 
accountancy communication; social im- 
plications of large companies; the role of 
the accountancy profession in economic 
and social development; and responsi- 
bilities of the managerial accountant. 

At the first business session, a paper 
by Mr G. M. Scott (USA), associate 
professor of accounting at the University 
of Texas, suggested that the concept of 
‘profit centres’ at host country and sub- 
sidiary level had proved a generally 
unsatisfactory approach to management 
and control in the complexities of inter- 
national operations. He interpreted the 
title of ‘Financial measurement’ as 
indicating measurements for the pur- 
poses of planning, control and per 
formance evaluation — three purpose 
which could not be precisely separated. 

These measurement systems, he 
concluded, were in a continuous state of 





flux and evolution. Even the most ad- 


vanced systems would be subject to 
further development, and the most 
challenging question was what these 
systems should be like in the future. 

Mr Tatsuro Miyata (Japan) argued 
that the principal accounting problem 
encountered in measuring international 
operations was the process of translating 
financial reports into other currencies: He 
outlined the history and development of 
‘translation accounting’ in Japan, and 
put forward several alternative bases of 
currency translation for debate. 


Price level accounting 


The paper by Mr G. W. Bottrill (Aus- 
tralia) at the second session took the 
profession to task for its long adherence 
to historical costs as the basis of valuing 
fixed assets. Value changes had long 
been recognized in regard to other assets, 
such as debtors’ balances and stocks; 
further, changes in asset values might 
occur independently of money values. 
Revaluation of specific assets by reference 





The Prime Minister of Thailand, Dr Sanya 
Dharmmasak, arrives to open the conference, 
attended by the Conference Chairman, Mr 
Boonchi Rojanastien (/eft). 
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only to changes in the value of money 
ignored other factors, and could give 
very misleading information. 

A group paper presented by Mr 
Narong Leusakul (Thailand) discussed 
the alternatives of historical cost ac- 
counting, replacement values, general 
price-level indices, and discounting the 
future net cash inflow; and compared 
price-level accounting practices in 
selected countries — in particular, the 
American APB opinion No. 3 - with 
those in Thailand, where it was said that 
the effects of inflation had not so far been 
considered sufficiently important to re- 
quire recognition in financial reports. An 
informal canvass of opinion among 
Thai educational institutions and ac- 
countants had shown a general lack of 
understanding of the concept of price- 
level accounting. 

Mr Khawaja Amjad Saeed (Pakistan), 
associate professor of commerce at 
Punjab University, saw dangers in the 
theory of adjusting accounts for price 
level changes; acceptance of the principle 
that accounts could be adjusted for any 
well-meant purpose might lead in time to 
fraudulent manipulation. What one might 
call ‘wise stabilization’ might appear as 
‘unjustified and misleading equalization’ 
to another. He attacked the current 
purchasing power basis of adjustment on 
several grounds, including that appro- 
priate indices were not readily available, 
and that ~ particularly in developing 
countries — there was a shortage of 
qualified and experienced accountants 
capable of applying the necessary ad- 
justments, 


Social implications 


On ‘Social implications of large com- 
panies’, Mr P. P. Javier (Philippines) 
contended that the greatest barrier to 
effective pollution control was economic: 
the necessary investment was large, with 
no immediately discernible direct benefit. 
Private enterprise, even though it con- 
trolled a great proportion of financial 
and human resources, could not be 
expected to play the role of a charitable 
institution. He gave several examples, 
from the Philippines and elsewhere, of 
co-operation between business and 
governmental agencies in the field of 
environmental preservation. 

A New Zealand view, from Dr R. W. 
Hopkins, senior lecturer in accountancy 
at the University of Canterbury, pre- 
sented accounting for pollution as a 
natural extension of the profession’s 
present responsibilities, and an area in 
which there would be continuing pressure 
for extended, socially-oriented account- 
ing. P 

Professor R. Lee Brummet (USA) 
advocated ‘total performance measure- 
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An international group (/eft to right): 


Mr J. Nelson Allan (Canada); 











Dr K. R. Forster (West 


Germany) ; Mr K. Satchithananda (Sri Lanka) ; Mr C. Balakrishnan (India) ; and Dr W. Dieterich 


(West Germany). 7 


ment for large companies’; the claim of 
accounting to be the language of business 
was subject to increasing limitations as 
business became more complex. The 
profession’s long tradition of ‘monetary 
numerology’ should not debar it from 
entering some of the newer areas of 
social accounting, in which non-monetary 
terms or verbal description were appro- 
priate. Accounting, he said, was an 
information process involving measure- 
ment and communication. 


The profession’s role 


Primary functions of the accounting 
profession today were put forward by 
Mr P. C. E. Cox (Australia) as determin- 
ing and recording; attesting; and counsel- 
ling — all in relation to financial inform- 
ation. Reporting as such, he said, was not 
a role of the profession, but a means of 
communication inherent in its three roles. 

Membership of the profession, he 
continued, was more than ‘a ticket to 
earn a living’; it imposed obligations, as 
to ensure that personal skills remained 
adequate for the task and that inde- 
pendence was maintained. The pro- 
fession’s right to exist rested on its 
members’ individual responsibility, per- 
sonal independence and professional 
competence. Accountants were inclined 
to think too much about what they 
wanted to say, and not enough about how 
to make saying it worth while. 

A foundation member of the Fiji 
Institute of Accountants, Mr Roger 
Juchau, reminded the conference that 
accounting groups in various countries 
were still in process of ‘professionalizing’ 
their activities. Difficulties which had 
been encountered included the lack of a 


universal view on the skills that could be 
assigned to an accountant; complex and 
varying requirements for professional 
training; reluctance by government either 
to grant the profession legislative pro- 
tection or to codify rules of conduct and 
practice; and enforcement of professional 
discipline. 

Several lady members of the pro- 
fession, led by Mrs Kesri Narongdej 
(Thailand) traced the development of the 
profession in relation to economic plan- 
ning, budgeting, tax administration and 
education. In a developing nation such as 
Thailand, their paper concluded, it was 
impracticable for the profession to develop 





673 


independently of the influence of foreign 
business ventures already set up. 

The fourth paper under this heading 
was prepared by Mr Abdul Matin 
Ansari (Pakistan). Though accounting, 
he said, was primarily concerned with 
economic activities, its scope could be 
broadened to include social development 
in many fields, 

In the fifth and final business session, 
on ‘Responsibilities of the managerial 
accountant’, Mr Y. H. Malegam (India) 
presented the first of two papers, In a 
dynamic society, he reasoned, the man- 
agerial accountant cannot remain static; 
his responsibilities must be evaluated 
in terms of the changes in his environ- 
ment, the demands made on him by these 
changes and his ability to meet these 
demands. 

He did not accept the suggestion that 
the skills of others, combined with 
development of the computer, would 
drive the management accountant into 
oblivion. The need was for an overall 
knowledge of the business and the pro- 
fessional skill and judgement which the 
accountant should already possess. 

Dr Veerawat Kanchandul (Thailand) 
outlined the findings of a study of the 
characteristics of managerial accountants, 
and information for management de- 
cisions. More than 85 per cent of those 
who responded to the survey, it was 
stated, accepted consistency and keen- 
ness in problem-solving as desirable 
attributes of accountants. 


Social programme 

Bangkok is one of the exotic capital 
cities of the world, and the social pro- 
gramme arranged by the Thai Institute 


The Australian delegation to the conference included Mr E H Burgess, President of The 
Institute of Chartered Accountants in Australia pictured here (sight) with Mr A W. Graham, 


National Registrar of the Institute. 
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did full justice to the occasion. A re- 
ception at Government House, with the 
Prime Minister as host, began the week. 
The conference chairman gave a dinner 
for the delegates at which a number of 
Thai dances were performed and music 
supplied by the Army and Navy 
Orchestra. 

The week’s social programme con- 
cluded with all delegates donning Thai 
national dress to participate in one of 
Thailand’s most popular annual festivals, 
Loy Krathong. At full moon in November 
each year, the Thais prepare small boats 
made of flowers in which a lighted 
candle is placed. When lit and placed in 
the water of the river it is believed that 
the Krathong carries away the sins and 
faults of the past year — a pleasing and 
appropriate thought! 

Apart from the burdens borne by the 
chairman of the organizing committee, 
Mr Booncha Rojanastien, important roles 
in the success of the Congress were 
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played by the President of the Association 
of Accountants and Auditors of Thailand. 
Mr Prayoon Talerngsri, who acted as 
conference chairman throughout, and 
Mr Paul Sivhi Amnuai, session co- 
ordinator. The secretarial arrangements 
were most efficiently carried out under 
the direction of Mr Narb na Nakorn, and 
his assistant Mr M. R. Chalermchatra 
Vudhijai. 


Policy decisions 


Apart from participating in the con- 
ference programme itself, heads of 
delegations made a number of important 
decisions affecting the future of regional 
co-operation in Asia and the Pacific. 
Following two days of discussions at a 
preliminary meeting of heads of dele- 
gations before the conference, a new 
statement of objectives was adopted, 
closely following the statement of ob- 
jectives adopted by the International 
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Important LDS Conference at Eastbourne 


IN the light of events of recent years and 

resulting criticism — by no means 
always justified ~ levelled at the account- 
ancy profession, last week’s conference at 
Eastbourne organized by the London and 
District Society of Chartered Account- 
ants was probably the most -important 
of this season’s calendar of courses and 
conferences. 

The conference was ably chaired by 
Brian Waters, F.c.a., of Arthur Young 
McClelland Moores & Co, and the 
speakers comprised just about as an 
acknowledged a group of experts in the 
subject as it is possible to assemble. 


Need for standards 


The first paper by Martin Harris, F.c.a., 
of Price Waterhouse & Co, was on “The 
Need for Auditing Standards’. The role 
of the auditor has changed from the 
review of stewardship through increasing 
legislative requirements — for example the 
Industrial Relations Act — to the possi- 
bility of social and management audit set 
out in the Government’s White Paper 
on Company Law Reform. In addition, 
the investing public and the business 
community expect more from auditors. 
Thus they should have increasing regard 
to public opinion, and it is disturbing 


that the public thinks the scope of an 
audit is wider than accountants believe. 

The expectations of the business 
community are also changing, and the 
relationship between auditors and audited 
has been influenced by whether audits 
give value for money. The profession’s 
response is to issue internal control 
letters and to give information on the 
better use of funds and management 
accounts. However, there is a danger 
that management may misunderstand the 
auditor’s role if this is developed too far. 
Therefore there is pressure on auditors to 
broaden the scope of their audit and to 
give better value for money. 

In Mr Harris’s opinion, ‘the profession 
has not met the challenge of new tech- 
niques successfully’, as shown by Equity 
Funding. In addition, recent legislation 
requires local authority audits to expand 
their ordinary duties, to consider and 
report on the legality of accounts, specific 
tests for fraud, a check on value for money, 
waste and efficiency. 

Three courses of action now are needed. 
There should be more staff training — ‘a 
very worth-while exercise’, for qualified 
people as well as articled clerks. There 
should be more supervision and review 
in order to avoid cases like Pacific 
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Co-ordination Committee for the Ac- 
countancy Profession (ICCAP) at its 
meeting in Mexico. 

Adoption of the title of ‘The Con- 
federation of Asian and Pacific Ac- 
countants’ would serve to indicate the 
continuing nature of the new organiza- 
tion, and to dispel the widely-held view 
that it existed merely to arrange a 
triennial conference. By adopting the 
new name, the initials CAPA, already 
widely known, will be retained. 

An executive committee has been 
formed, charged with the responsibility 
of drafting a new constitution which is 
to be placed before the next conference 
in 1976 for adoption. In view of the 
increasing burden of work falling on host 
organizations, delegates agreed to estab- 
lish a secretariat independent of the host 
body, and accepted the offer of the New 
Zealand Society of Accountants to pro- 
vide secretarial services pending the 
adoption of a formal constitution. 


Acceptance. And lastly, there should 
be more audit planning in order to get 
the best use of staif. 

Would audit standards help? At present 
the Institute of Chartered Accountants 
has only issued recommendations. Stan- 
dards would lay down minima for the 
profession including the suitability of 
staff, audit planning, etc. Standards 





Mr Richard Brandt, M.A., F.C.A., one of the 
speakers, /eft, in conversation with Mr 
Graham Corbett, F.C.A., also a speaker. 
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would ke based on best practice and 
therefore act as leaders of audit practice 
for the profession, although it would be 
impossible for them to be all-embracing, 
due to the variety of clients and size of 
auditors. 

However, standards can only be useful 
if they solve more problems than they 
pose. There are three danger areas: 
first, standards may be too inflexible and 
could not be changed quickly; there is a 
danger that the Institute would become 
like an elephant and matters would be 
taken to high levels - there would be 
much trumpeting, and a long gestation 
period. Secondly, standards which are 
too general may not be meaningful and, 
thirdly, there is a danger that they will 
encourage litigation as in the Barchris 
case in the USA. 


Making standards effective 


In the second paper, Tony Pinkney, 
F.c.A., of Coopers & Lybrand, set out 
what form auditing standards might take 
for conventional auditing. Auditing stan- 
dards require that, in expressing his 
opinion, an auditor should achieve an 
acceptable level of quality in his work. 
In other words, standards would indicate 
what other members would do in the 
same circumstances. Despite the many 
reasons for not having standards, they 
would: (1) provide a minimum standard 
below which no member should fall; (2) 
ensure consistency of application, but not 
be so comprehensive that the individual’s 
judgement cannot be retained and exer- 
cised; (3) provide a yardstick by which 
deviations should be measured, but be so 
unambiguous as not to allow technical 
departures. 

Until now the profession has based its 
auditing performance on Institute state- 
ments (U series), statements of other 
Institutes, the Accountants’ International 
Study Group memoranda, together with 
case law, publications and practical 
experience. : These sources should be 
codified to set out fundamental theories. 

Three types of standard would be 
necessary; primary, secondary, and 
specialist standards. It is important to 
identify primary fundamental auditing 
standards in order to provide a frame- 
work for more detailed ones. These 
should be primarily concerned with the 
quality of the performance of the audit 
as a whole, and would cover people, 
procedures and purpose as follows: (a) 
the independence of auditors; (b) pro- 
fessional care in examining and reporting; 
(c) integrity and training; (d) planning 
and supervision of audits; (e) internal 
controls over systems; (f) adequacy of 
evidence, and (g) audit opinions and 
reports. 

An independence standard would be 
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helpful in relation to the appointment of 
auditors and to whom they are respon- 
sible, investing in clients and undue 
dependence on one or more clients. 
Professional care should always be 
exercised, for what used to be reasonable 
is not necessarily so in today’s higher 
standards. A standard on integrity and 
training would be concerned with formal 
education; members should be en- 
couraged to keep themselves up to date. 


A standard on planning and supervision 
would be concerned with planning work 
to identify problem areas at an early stage, 
using the correct staff and supervision to 
ensure that the audit is properly carried 
out. An internal control standard would 
not only be concerned with management 
responsibilities, systems evaluation, audit 
tests, etc., but also with the inter- 
relationship of audit procedures. A 
standard on the adequacy of evidence 
would be concerned with accounting 
records, supporting evidence (e.g., pur- 
chase invoices), corroborating evidence 
(e.g., use of budgets), validity of evidence, 
and the sufficiency of evidence to support 
an audit opinion. 

The secondary standards would be 
subordinate to the primary ones, re- 
lating to specific assets and liabilities. No 
secondary standard could be exhaustive 
but should, at a minimum, identify 
unacceptable principles. Secondary stan- 
dards will raise standards and provide 
practical assistance to achieve primary 
standards, but they must also coasider 
special features of computer-based ac- 
counting systems. 

Specialist standards, similar to Ur 
for friendly societies, will be needed to 
cover areas such as banks, insurance 
companies, local authorities, etc. 





F.C.A., the conference chairman, centre, with Mr Ernest L. Hicks, C.P.A., of 
New York, right, and Mr Tony Pinkney, F.C.A. 


American experience of 
auditing standards 


A paper delivered by Ernie Hicks, c.P.a., 
of Arthur Young & Co, and Chairman of 
the American Institute’s Auditing Sub- 
committee, started with a consideration 
of the present situation concerning audit- 
ing standards. In 1948-49 the American 
Institute issued ten formal standards 
which set broad general standards, but 
did not cover specific situations, and 
which were dealt with by statements of 
auditing procedures. In addition the 
American Institute issued industry audit 
guides concerning the audits of specialized 
companies such as stock life insurance 
companies. These are not enforceable, 
but carry substantial weight. The SEC 
in the United States also lays down 
standards for auditors in Regulations 
S-X in the form and contents of accounts 
and auditor’s reports, besides which the 
staff of the SEC may express their 
opinion on matters referred to it. 

Mr Hicks then considered the forces 
which will change the shape of US 
auditing standards. Guidelines will soon 
be exposed on the association of auditors 
with profit forecasts. Objectives of Finan- 
cial Statements issued by the American 
Institute considers that financial state- 
ments are part of a predictive process. 
This will probably hasten the day when 
forecasts are required and new standards 
will be required for reporting on them — 
a thought which makes Mr Hicks 
shudder — and there are also trends 
towards (a) believing that auditors should 
be associated with the interim earnings 
reports of publicly owned companies, 
(b) the extending scope of audits, and 
(c) the need to restate the definition of 
an auditor’s obligation to detect fraud. 
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Auditing decisions 


Richard Brandt, M.A., F.c.A., of Thornton 
Baker & Co, dealt with auditing decisions 
based on the judgement of future events, 
reports arising from those decisions, and 
the special problems of forecasts. These 
decisions arise in almost every set of 
accounts whenever the applicability of 
fundamental accounting concepts, set out 
in the second Statement of Standard 
Accounting Practice, is called into 
question. The ‘going concern’ concept is 
called into question when a company is 
‘starting up’ such as an oil exploration 
company, where the only asset is ex- 
ploration costs. 

The viability of such a company must 
be: considered. In the short-term this 
would mean looking at cash flow and 
in the medium-term at the market- 
ability of the commodity to be sold. 

Audit techniques should be applied 
as an aid to the judgement of future 
events, as should knowledge of the client, 
his business and his industry. Post- 
balance sheet events should be taken into 
account in considering an audit, espec- 
ially where a major uncertainity is 
involved. There seems to be a move 
in either signing-off quickly instead of 
delaying the accounts and reviewing all 
post-balance sheet events. In particular, 
attention should be given to the Phase 
III difficulties, where profits are too 
high. ` `. 

How do these decisions affect the 
auditor’s opinion? Problems are caused 
primarily through uncertainty. The pur- 
pose of the audit report is to convey infor- 
mation and silence may be taken as an en- 
dorsement of the correct treatment of that 
uncertainty. More consideration should 
be given to the amplification of opinion 
to highlight a critical assumption, such 
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as a property valuation or a major 
uncertainty such as in an exploration 
company. Disclaimers of opinion should 
be considered where the uncertainty is so 
great as to call into question the usefulness 
of the accounts for the likely purpose 
and, in Mr Brandt’s opinion, there are 
not enough disclaimers as the facts 
would probably justify. 


Auditors’ liability 


The auditor and his liability was con- 
sidered in a paper by Mary Arden, a 
barrister specialising in company law. 
She primarily dealt with negligence, 
which is more restrictive for auditors 
who can only be liable for a financial 
loss to a shareholder who relied on his 
advice. 

Negligence occurs when the auditor 
fails to exercise the care that a reason- 
ably competent auditor would. He will 
not be judged on hindsight, and he 
will not be liable if he selects a par- 
ticular course in his audit, so long as it 
is a reasonable one. An auditor’s liability 
for special reports difters from audit 
reports, in that the former are governed 
by contract and the latter by statute. It 
is, therefore, important that the con- 
tractual arrangement is clear, and that 
the laws under which the contract is to 
operate are stipulated, i.e. whether it is 
English law or overseas law. Under 
English law the auditor is expected to use 
the reasonable care that his talents would 
be expected to give him. 

If auditing standards were to be 
introduced, then non-compliance by an 
auditor can only be justified if the 
standard is bad or the deviation is 
reasonable. When an auditor follows a 
standard this will usually preclude negli- 
gence, but the very existence of a 


Some of the conference delegates at a plenary session. 
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standard will show negligence more 
clearly. 

An auditor is bound in all cases to 
express an opinion in his audit report. 
He must give reasons for qualifying, 
because it is required by statute it would 
be unreasonable to refuse to give reasons, 
and it would protect the auditor from 
negligence. The use of an adverse 
opinion should be used instead of a 
disclaimer if that .is appropriate; but 
the major lesson is that auditors should 
make themselves clear, and it is, for 
example, often inappropriate to use 
‘subject to’ because it is possible that 
no opinion is in fact being made. 


Future developments in auditing 


The final paper was given by Graham 
Corbett, F.c.A., of Peat, Marwick, Mitchell 
& Co, and, in his own words, was 
meant to be provocative. The auditor’s 
terms of reference will probably change 
in the future; his responsibilities must 
be widened, and he should cover all 
financial information in a company’s 
accounts, or there is a danger of his 
becoming ‘a watchdog that cannot climb 
stairs’. The independent verification of 
figures is no longer the only matter to be 
considered, and the auditor must look 
at broader aspects of business. 

A public company in its 1984 accounts 
will show information on its trading 
policy, such as statements of fair trading, 
on its employee policy, such as wages, 
productivity, etc, and on its contribution 
to the nation, such as pollution, contri- 
bution to foreign exchange, etc. In other 
words, a company’s present’ responsi- 
bility to its shareholders will be widened 
to include customers, employees and 
society. In response to these responsi- 
bilities, additional information will be 
required, such as profit forecasts, cash 
flow forecasts, accounts in CPPA 
terms, analysis by activity, geographical 
area and comparison between forecasts 
and actual results. : 

It will only be practical to have one set 
of auditors to represent all parties, and 
their appointments will perhaps be made 
by supervisory boards of shareholders 
and employees, who are the persons 
mainly interested. To carry out this 
wider role of the future the profession 
will need economists and other specialists, 
so it is necessary to widen training to 
include other subjects and this in turn 
will lead to better accountants. There 
should be guidelines on auditing stan- 
dards so that work could be upgraded, 
authoritative support be given, and a 
stimulus for conceptual thinking initiated. 
If the profession does not itself respond 
to these responsibilities, they may be 
required to do so by statute, and that 
may cause more unpleasant problems. 
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Public Practice and the 


Computer 


Advantages of Time-sharing 


by JEFFREY SEYMOUR, F.C.A. 


About 1880, when The Institute of Chartered Accountants in England 
and Wales was formed, our predecessors used qiill pens. In the 1920s 
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they graduated to fountain pens. Sometime around 1960, ballpoints 

became universally respectable. Today, in 1973, variations on the pen 

theme are still being played. It is high time that the accountancy profession 
modernized its attitudes and took the next step in the gradual automation of its 
clerical work — computing. This is the logical step, and no up-to-date accountant 
who is in the mainstream of the profession can afford to ignore the vast 
potential which computing, and especially time-sharing, offers. The prize to be 
had is increased productivity, and reaching out for it is within the capabilities 


of virtually all accountants. 


OST accountancy practices handle a great variety of 
work of which a large part is the preparation and/or 
audit of accounts However complicated the task, it usually 
consists of two separate but identifiable activities: the ‘pro- 
fessional’ activity, which involves making judgements to the 
major transactions in question; and the ‘clerical’ activity, 
or physical act of giving effect to that judgement 
This may take the form of adjustments (often quite 
voluminous) to the draft accounts prepared by the client; 
or it may mean progressing the books and records from 
whatever stage the client chooses to leave them, and 
producing a set of accounts from them 
It follows that the more ways available of relieving the 
professional accountant of his clerical tasks, the greater the 
amount of time he can devote to those aspects of his work 
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A typical user terminal and Post Office modem connected to th 
telephone network takes up little space. 





that genuinely require his skill and experience — i.e., the 
more productive he can become. It is in this area that the 
computer is beginning to offer unrivalled advantages. 


Slow reaction 


Most accounting practices have been slow to consider 
computing. This is partly the fault of the computer manu- 
facturers and bureaux, who have in the past failed to 
appreciate the requirements of the accountant in practice; 
or, if they have appreciated them, they have failed to 
provide them at anything like a realistic price. 

Happily the situation is now changing. Some time ago 
the author conducted a survey into the various accountancy 
packages available from computer bureaux and as a result 
has been using TAP (Time-share Accounting Package) 
offered by the Leasco Response time-sharing service. It 
seems that the computer service companies are at last 
realizing the illogicality of a situation in which an account- 
ant may recommend computing to his clients while he 
himself has to continue working in an environment not 
essentially different from that of his worthy predecessors 
in 1880. 

In the author’s practice every job (except true audits 
where the number of adjustments required are too few in 
relation to the total volume of work involved to make it 
economic) is automatically converted into a set of TAP files, 
no matter the source of the figures. 

The opening set of entries is merely taken from the last 
record provided by the client — be this a closing trial balance 
or a set of draft accounts, or even the prime books. Whatever 
adjustments subsequently have to be made are produced 
in the form of journal entries which are then punched on to 
paper tape and processed via the terminal. The result is a 
set of working papers in the form of a detailed, easily read 
ledger with cross-references to the audit papers and a new 
set of draft accounts, with updated schedules. 
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It is the flexibility of the time-sharing service that dis- 
tinguishes TAP from the accounting packages offered by 
the batch bureaux. The ideal nominal ledger package 
should be totally flexible — flexible enough to cope with a 
near-infinite variety of businesses without limitation of 
terminology and giving the accountant freedom to use his 
skill and expertise without hindrance. 

At the same time, this flexibility should be available 
easily — that is without the need to train accounting staff 
in computer techniques. Anyone can obtain the basic under- 
standing of time-sharing techniques in a matter of hours; 
communications with the computer are ‘conversational’, 
or virtually in plain language, and the package guides you 
through the necessary procedures in a question and answer 
routine. 

As time-sharing facilities are available effectively 24 
hours a day, at the end of a telephone line with nothing 
more than a terminal unit and a connection device, there is 
no delay in processing a job as there must inevitably be with 
a batch bureau service; and, of course, papers do not have 
to leave the office. 


Flexibility 


Another example of TAP’s flexibility is the freedom it gives 
the knowledgeable user to develop his own routines to 
supplement those provided by the package as a matter of 
course. For example, the author has developed an embrac- 
ing master chart of accounts sufficiently versatile to handle 
anything from the very detailed management accounts 
required by a hotelier to the relatively simple but none the 
less quite different needs of a builder, a property developer 
and a forestry undertaking. 

A further important feature of this computer service is 
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its ability to dispense with manual analysis. This is achieved 
simply by a sub-account facility which allows each main 
account to be analysed over 99 headings (sub-accounts). 
Obviously this gives the user a virtually infinite number of 
sub-analyses; yet, when the accounts are printed out, these 
sub-analyses are consolidated into one figure under the 
master account description. 

For example, account 34303 might be rent payable and 
34304 rates payable ~ both sub-accounts of master account 
343, rent and rates. This continuity allows the audit staff 
to become familiar with individual account numbers and 
reduces the need for constant reference to the master chart 
— all adding to increased productivity. An extension of this 
concept would be to allocate account numbers 34313 and 
34323 to rent payable for properties numbers 1 and 2 
respectively. 

One of the most significant features of time-sharing ac- 
countancy is the management accounting ability which it 
provides. Although taxation forms a large part of the work 
in any professional practice, it is largely historic. The really 
significant service that the professional accountant can 
perform is to help his client to expand, and to increase the 
clients’ productivity by making the greatest possible use 
of the accounting information which is available. 

For the smaller client, time-sharing enables the practising 
accountant to produce at reasonable cost the full accounting 
information that the client needs to plan his business and 
— most importantly — at any frequency the client cares to 
name — quarterly, monthly or weekly. It could even be done 
daily, as the banks do, if the volume of transactions really 
warranted it. And the quality of the information as well as 
the speed with which it can be made available is of an order 
that many clients would not believe economically attainable. 

Of course, it is easy to talk as an old hand time-sharer 
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of 12 months’ experience, with an interest in computers to 
boot. It should be recognized that transferring the clerical 
tasks to a remote computer involves a fundamental re- 
arrangement of the way the accountant’s practice is organ- 
ized. We accountants are notoriously conservative people 
and it therefore takes time to get used to time-sharing, and 
even longer to perceive the full capabilities of the service; 
but once this is achieved there will be no regret. 


Cost-effective 

What of economics? If you allow that a terminal costs £6 
an hour to run, as against a staff time at a cost of £2 an 
hour, the question is whether the staff time saved is more 
than three times the time taken to process the work by the 
terminal. 

In the author’s experience this is definitely an economic- 
ally viable proposition. Not only does the terminal handle a 
greater throughput in an hour than could be undertaken 
manually in three but, of course, the need for a large volume 
of junior staff is reduced, with a consequential improvement 
in the productivity of senior staff who do not have to spend 
so much time in staff training and supervision. The account- 
ant with the gumption to give time-sharing a try will un- 
doubtedly find that he has the capacity to increase the total 


ACCOUNTANT 


679 


volume of work undertaken by the practice without further 
expansion of staff. 

With software of the speed and versatility of TAP 
appearing on the market, how long can it be before the role 
of the accountant undergoes a profound but creative re- 
assessment? It is almost a universal experience in business 
and the professions that labour costs go up in some kind 
of proportion to decreasing machine costs. The only differ- 
ence is that mechanization has taken longer to come to the 
aid of the professions than to the aid of industry. 

Of course, it can be argued that the social implications of 
this sort of reappraisal are massive and as yet insufficiently 
documented. This may well be true. But, on the other hand, 
professional accountants live by the service they provide 
to their clients, and it is their duty to take advantage of 
every available means of improving that service. 

The hope must be that the better the service available to 
clients, the greater the demand for accountancy services — 
i.e., that the advantages gained from mechanization will 
expand rather than decrease the total size of the profession. 
If this is true — and even, from a competitive point of view, 
if it is not — then accountants owe it to themselves as much 
as to their clients to look further into the benefits attainable 
through computer time-sharing. 


Alternatives to the Two-tier Board 


Harmonization — Not Uniformity 


O help those struggling to understand the purpose of the 

European institutions, it is as well to start by saying that 
the European Economic Community’s ‘Commission’ is its 
civil service. It is concerned with the alignment and 
harmonization of everything in this United States of 
Europe, from the description of medicines to the design 
of nuclear power plants — and necessarily so. 

An apt parallel is to consider each member nation of the 
Community as a ‘county’ within the country of Europe. We 
would find it decidedly odd to have, say, different traffic 
rules in Kent and Cumberland, or different company law 
applying in Suffolk and Sussex; so, eventually, it will be 
equally odd to have widely different conditions between 
Italy, for example, and the United Kingdom. There can 
be differences, but a wide degree of similarity is essential 
if we are to trade as one nation. 

Thus the Commission has a long, involved and pains- 
taking job to do in bringing forward for attention those 
facets of law, fiscal policies, safety, social conventions and 
standards which would otherwise advantage one ‘county’ 
over another. It is not the decision maker; it researches, 
studies, suggests and places the fruits of its genius before 
the Council of Ministers. The Council debates, defers, 
refers back and ultimately decides — and, when it does so, 


by W. WALSH, A.C.1.S., M.LS.M. 


it issues ‘directives’ binding on the member countries. 
Individual governments must then embody these 
directions into their own statutes. The wording they use 
need not be precise but the objectives designed to be 
achieved must be secured, whether it be a technical 
provision, sets of standards or conditions of operation. 


Controversial proposals 


A knowledge of this process is necessary to appreciate what 
otherwise might be regarded as merely an exercise in 
diplomacy, or an attempt to sell the social ideas of 
Northern Europe. In October 1972, the Commission sub- 
mitted to the Council of Ministers its proposals for 
harmonizing company law within the Community, and 
these contain two suggestions which have already created 
controversy. 

Broadly, we have so far regarded company law in the 
United Kingdom as an instrument which creates an 
artificial person and endows ‘him’ with many of the powers 
of a real human being. A major part of the Acts is designed 
to regulate how the person shall conduct ‘his’ business and 
what ‘he’ must do to protect the interests of ‘his’ creators 
(the shareholders) and the creditors. That these protections 
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are not as good as they should be is evidenced by recom- 
mendations from various professional bodies, and the 
White Paper on Company Law Reform. 

The relationship between the company and its employees 
(and remember there are provisions in the Industrial 
Relations Act 1971 and its ‘Code of Practice’) will of course 
be the subject of a Green Paper. In the meantime, we can 
look at the proposals of the Commission, which are: 

(a) That all limited companies should have a double-headed 

structure, i.e., a management and a supervisory body; and 

(b) That it should be obligatory for all limited companies 

with over 500 employees to have workers’ representatives 
on that supervisory body. 


‘Al’ companies apparently means all — public and 
private — except for wholly-owned subsidiaries. 


Worker directors 


These proposals have created a wide need for debate and 
discussion. The CBI in its report A new look at the responsi- 
bilities of the British public company examined the idea of 
what is, in effect, the creation of guasi-worker directors. 
The TUC has decided (with some reservations by 
individual members) that it supports the idea of worker 
participation in management — so, too, has the Leader of the 
Opposition. The Government’s view will be in the Green 
Paper. 

British company law provides at the moment normally 
for one organ of management, the board of directors, but 
with certain power reserved to shareholders acting in 
general assembly. The proposed European law provides for 
two — first, the ‘supervisory board’. Its main functions are 
appointing, controlling and even dismissing the second 
organ, the board of management. That board is responsible 
for the internal management of the company. Co- 
determination or workers’ participation applies to the super- 
visory board, upon which, in the case of companies with 
over 500 employees, employee representatives must sit. 

Note that the Commission does not propose that there 
should be worker representatives in the ‘below 500 
employees’ companies, but it would be open to a member 
nation to add provisions to that effect. It would obviously 
be within the ‘designed objectives’ of the proposals. In 
Germany, for example, all public companies, irrespective of 
the number of employees, and all limited companies (public 
or semi-public) with over 500 employees have to give one- 
third of the seats on the supervisory board to workers’ 
representatives; in the coal and steel industries, the pro- 
portion is one-half. 

A supervisory board without employee representatives 
would be elected wholly by shareholders. Its members 
could not simultaneously be members of the management 
board. In the view of the Commission, supervisory activity 
is necessary for modern business management and protects 
both shareholders — particularly institutional shareholders — 
and third parties. Moreover, in view of Community parti- 
cipation in company shareholding, it should provide a 
means of protection and information for members from 
countries outside that of the company’s domicile. 

It is suggested that members of both bodies should be 
appointed for fixed periods not exceeding six years (with 
re-election being possible). The fixing of remuneration for 
their own members by management or supervisory bodies 
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would be prohibited, as would membership of one 
individual on more than ten supervisory boards. 

Where supervisory boards contain worker representa- 
tives, the methods and means of the election of workers can 
be varied. It could be directly by workers, or via works 
councils, if these are formed. 

A third alternative could be for both shareholders and 
works councils to submit lists of prospective ‘supervisors’ to 
a bipartite election committee. That committee would then 
appoint one-third of the total supervisory board from the 
shareholders’ list and one-third from the workers’ list 
(assuming mutual acceptance of each other’s nominees). 
The two-thirds so appointed would then appoint a further 
third from either, both or one list, depending upon the 
proportions of shareholders and workers to be on the 
supervisory board. 

The Commission envisages the supervisory boards receiv- 
ing reports from the management board at quarterly intervals 
and draft annual accounts within at most three months of 
the end of the financial year. Additionally, it would be 
within the supervisory board’s capacity to call for special 
reports and/or information at any time. 

Importantly, the Commission’s proposals also require 
the supervisory board to authorize important innovations. 
A change of activities, any major organizational change, 
decisions to move the firm or close it, are among those the 
management board could not carry out before authorization. 
Again in line with some current thinking on the subject of 
incompetent directors, the supervisory board would have 
power to dismiss members of management. 

Those who have had the opportunity to study Northern 
Europe experience in supervisory boards and workers’ 
participation have in the main tended to say that our 
philosophy and culture are so different that the success of 
both in this country is far from certain. The French and 
Italians have not embraced the concept with any real 
enthusiasm. It could well be, then, that the Commission’s 
proposals will be watered down by the Council of 
Ministers. 


Middle way? 


There is a case for both institutional shareholders and 
employees having more access to management than they 
have today; but ‘participation’ is one of those ‘in’ words 
which can be interpreted in many, many different ways. 
Perhaps, as the world’s most renowned compromisers, our 
genius for finding a middle way may indicate something 
less legalistic and formal which can work as well as super- 
visory boards. 

The Industrial Society’s idea of employees being classed 
as a special kind of ‘member’ with rights to receive inform- 
ation is, perhaps, one worth examining. Employees and 
institutional investors could possibly be linked in some way 
to participate in the appointment of non-executive directors, 
as the White Paper puts it. It might even be worth while 
examining methods of giving the small shareholder a vote 
(on the principle of one member, one vote) in the election 
of non-executive directors. 

In this way, the UK could, perhaps, achieve better 
information and protection for small shareholders, employ- 
ees and institutional investors in a different but no less 
successful manner than is achieved on the Continent. 
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Planning -a Political Activity? 


Pae is a part of the process of getting things 
done. Whether or not it will be successful depends to a 
large extent upon how effectively it involves people in the 
required activities. As in national politics the planners 
must carry with them the people who are directly con- 
cerned with achieving the required goals. 

Indifference or active opposition may well be fatal to 
that achievement. It may well be argued, therefore, that a 
planner in order to be successful in his job should be a 
good politician. 

Definitions of ‘politics’ include competition for power 
and leadership between competing interest groups or 
individuals; science and art of government; total complex 
relations between men and society. All of these have some 
relevance to the relationships ‘and activities within a busi- 
ness organization. 


Objectives and politics 


An examination of the role of the planner within this 
context is provided by an article by Rudolph W. Knoepfell 
entitled ‘The Politics of Planning: Man in the Decision 
Process’ which appears in the March 1973 edition of Long 
Range Planning. Taking Bismarck’s definition of politics 
as being ‘the doctrine of the possible’ how relevant is this 
to the process of setting objectives for all levels within an 
organization? Leading authorities argue that organizations 
cannot have objectives, only individuals can do so, and that 
a firm’s objectives are in fact nothing more than a nego- 
tiated consensus of the objectives of those participants who 
can exercise power. 

This latter point is often overlooked by planners. They 
see a failure to get ‘their’ objectives accepted by top man- 
agement, not realizing that only those with power to do so 
will make that determination. Indeed if the planner 
simply formulates his own objectives for the firm there is 
something wrong with the planning process, e.g. : 

(a) top management has abdicated its role in formulating 

objectives; 

(6) there has been a lack of real communication between the 
planner and the influential groups. Only if he mingles 
freely with them and really understands what makes them 
tick is such communication likely to be adequate; 

(ec) he has developed the ‘planner’s syndrome’ and thinks 
that he knows what is best for the company, and takes 
the decisions which are rightly the prerogative of managers; 

(d) he gets so immersed in planning methods and volumes of 
data that he forgets that planning is more an attitude of 
mind; or 

(e) the planner has done the planning himself, and it remains 
an academic exercise divorced from reality. 

One of the reasons why few companies have an effective 

corporate plan where key objectives are clearly defined and 


quantified is lack of effective guidance and direction by 
senior management. While some of the planning process 
can be delegated, this is not.true of those key decisions 
relating to corporate objectives and key results areas. 

In other situations, the chief executive may be a forceful 
character who knows quite clearly what the business should 
be doing and is unlikely to be deterred by argument. In 
such a situation, the planner must be skilled in the art of 
politics if he is to be successful. He must get the chief 
executive’s key objectives known throughout the organiza- 
tion, help lower levels of management in their own plan- 
ning, and stitch the whole thing together by expounding 
the chief executive’s motives, promoting compromises, and. 
soothing ruffled feelings. 

Because of the need to have an intimate knowledge of the 
personalities and idiosyncracies of the business, the ideal 
corporate planner should have grown up in the organiza- 
tion and have a wide and varied experience within it. He 
must have many contacts and alliances throughout the 
organization. The amount of authority and respect that he 
commands depends to a large extent upon his political 
acumen. 

Where top management has abdicated its planning role, 
he must have the skills necessary to dig out the require- 
ments of management and influential stakeholders to 
establish a negotiated consensus. Thus the corporate 
plan will be developed from the “bottom up’; and, since 
management will, in a sense, be pushed by the planner 
into making decisions, it will require a great deal of tact 
and understanding of how other people react to such a 
situation. In selecting planning staff, too much weight is 
given to the technical and formal aspects of planning, and 
too little to the politics of planning, human relations, and 
the ability to ‘sell’ planning throughout the organization. 


Personal and corporate objectives 


A principal objective of planning is to adapt the business to 
changes in the environment. This may well result in 
resistance from the people who would be affected by such 
change, particularly those at middle management levels. 
This resistance will often take the form of withholding 
data that the planner requires. The planners can, if they 
remain neutral in this conflict of interests, frequently 
help such people to accept change and come to terms with 
the needs of the business. 

A manifestation of personal objectives parading as 
corporate objectives is the myth of bigness for its own sake. 
Size is seen as giving the individual more power and recog- 
nition by society. Growth beyond a certain size may in fact 
be harmful to the business. Economies of scale are not 
effective beyond a certain size; and as the business grows, 
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it becomes more unmanageable and bureaucratic. The 
concentration of power in such large businesses may also 
run counter to the needs of society as a whole. 

The planner must not be concerned overmuch with the 
techniques of planning. They are important — but if he is 
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to be effective in his role, then he must be above all an 
able politician. He must see politics in the office, not as 
something distasteful, but rather as, in the words of the 
late President Kennedy, ‘the most interesting thing that 
you can do’. 


Well-aimed Parting Shots 


From Our New York Correspondent 


Witt its final opinions [The Accountant, August 30th], 
the now defunct Accounting Principles Board went 
out with a bang, not a whimper. Recent events have under- 
lined the importance of the problems addressed by the old 
Board before its demise in favour of the much grander 
new Financial Accounting Standards Board. 

Meanwhile, third-quarter earnings announcements have 
just appeared, dumbfounding the prophets of doom by 
their sparkle of new records Until the last few years, 
interim reports attracted little discussion within the profes- 
sion; no one took seriously the proposal — now blessed by 
the Chairman of the Securities and Exchange Commission 
(‘Pulling the Dollars Back’, The Accountant, November 
8th) — that they should be given the authority of an audit. 
Now, the APB has set out a rigorous definition of the type of 
material that should be included in the interim reports of 
those publicly-held companies that choose —as they vir- 
tually must — to issue such reports. 


Seasonal factors 


Sales, taxes and earnings (says the APB), adjusted if 
necessary for seasonal factors, should always be published 
in interim statements, as should extraordinary or contingent 
items and changes in accounting policies. Condensed 
balance sheets and funds-flow data are recommended. 

On the thorny issue of fourth-quarter results, the APB 
is content to propose that the added measure of disclosure 
can be contained in the annual report — which normally 
appears several months later than the initial earnings release 
for the year. Mr David Norr, well-known financial analyst 
with First Manhattan Co and a member of the APB, has 
warned that this opinion may encourage ‘smoothing’ — to 
the befuddlement of the investor — of interim and even 
annual results. 

Another parting shot from the APB, dealing with 
extraordinary items, has also gained in importance in the 
present period of faltering peace and falling money values. 
Opinion 30, on reporting the results of operations, attempts 
to protect the investor from unwelcome surprises — whimsi- 
cally known in the United States as the ‘big bath’. 

The main cause of such surprises is the accumulation of 
losses arising from sales of assets, abandonments of 
businesses, financial collapses, political upsets and so on. 
Although the list is a long one, Mr Norr holds that nothing 
in business is extraordinary, and that the APB’s efforts to 


delimit the use of this treatment is too cautious. There is 
also, in this Opinion, an attempt to define segments of a 
business — a most timely attempt in view of the recent 
incursion into this field by the Federal Trade Commission, 
which is planning a new line-of-business reporting system. 

Meanwhile, however, the FASB has lost no time in 
bringing forth from its sparkling new headquarters in the 
wooded hills of Connecticut its first Exposure Draft. The 
Board has been aware of the need to act as quickly as pos- 
sible to fill the void left by the abandonment, early in 1972, 
of the exposure draft that had sought to bring slightly more 
order into methods of foreign currency translation — 
whether along the monetary/non-monetary or the current/ 
non-current line of demarcation. It has been spurred to 
great effort in this murky area by the prospect that exchange 
rates will continue to fluctuate for an indefinite time into the 
future; and by the publication of yet another survey 
(Survey of US Company Foreign Translation Practices, 
Financial Executives Institute, New York, July 1973), 
underlying the extreme diversity of company practice in 
exchange translation. 

The new exposure draft does not attempt to adjudicate 
between the two main methods of translation — although 
these will remain under review by the Board’s task force, 
and are likely to be the subject of a public hearing at a later 
date. Meanwhile, the new Board has spelled out the mini- 
mum amount of disclosure that it considers appropriate. 


Minimum disclosure 


The proposed disclosure, writes the FASB, may form 
part of the financial statements or of a note, or may be 
included among the descriptions of accounting policies. 
But it should identify the use of historical or current rates 
in the balance sheet and the method of translating foreign- 
currency amounts in the income statement, as well as the 
disposition of adjustments resulting from these translations. 
The amount of deferred adjustments should be specified, 
as should the changes in long-term receivables or payables, 
and in working capital. 

Even from this abbreviated list of alternatives, it is clear 
that the room for manœuvre in the foreign currency field re- 
mains wide indeed. But the Board’s courage in proposing this 
degree of disclosure is to be commended — as must its eager- 
ness to receive comments by the end of November, so that 
a definitive statement may be issued by the end of this year. 
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Rebate on Book Debts: 
No Jurisdiction 


N the shortest judgment yet recorded, the London VAT 

Tribunal has dismissed an appeal for want of jurisdiction. 

The appellant had been granted a purchase tax rebate on 
goods in stock of £642. He did not contest the correctness of this 
figure, but contended that further provision should have been 
made in section 4 of the Finance Act 1973 to allow rebate also in 
respect of book debts representing goods which had borne 
purchase tax, or alternatively that a statutory amendment should 
be made so as to bring this about. 

A, E. Brookman Ltd v. Customs and Excise (Tribunal reference 
LON/73/86). 


Purchase Tax Rebate: 
Inadequate Stock-taking 


NOTHER claim for rebate of purchase tax on goods held in 

stock on March 31st, has been rejected, this time by the 
Leeds VAT Tribunal, on the grounds that the appellant had 
failed to comply with the essential requirements, and that the 
particulars supplied by the appellant were so deficient as to make 
it quite impossible for Customs and Excise officers to satisfy 
themselves as to the amount of stock at March 31st. 

D, the appellant, owned a small business which sold greeting 
cards; his stock consisted of a substantial number of small-value 
items, some seasonal, which had borne purchase tax at varying 
rates. During the month of April 1973, he succeeded in checking 
only a small part of his stock; this was, in fact, the first occasion 
on which he had attempted to take stock at all, as the Inland 
Revenue had apparently been content to base his income tax 
return on estimated figures of stock and income. At an earlier 
hearing before the Tribunal, D complained that small traders 
such as himself had been given very little time in which to 
comply with the necessary conditions, and the Tribunal in- 
dicated that the Commissioners of Customs and Excise might 

“exercise their discretionary powers (under section 4 of the 
Finance Act 1973) to accept a claim out of time. 

The Commissioners in fact agreed to this course, and the 
Tribunal hearing was adjourned. At the resumed hearing, D 
produced a list of stock taken by professional valuers as at 
September 2oth, and amounting to £1,758. The Tribunal heard, 
however, that D had failed to keep an appointment with a VAT 
officer, and that there were still a number of deficiencies in the 
particulars compiled by D, so that it was impossible to do more 
than hazard a guess at the amount of his stock on March 31st. 

Noting the consideration which had already been shown 
towards D, the Tribunal reached the conclusion that no trader 
in so small a way of business should fail to produce stock 
figures within six months of being required to do so. By appeal- 
ing to the Tribunal, D had made use of the rules; he could not 
use those rules which suited him, and ignore others which were 
inconvenient or troublesome. In his own cause, he should have 
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been prepared to spend at least as much effort as other people 
had in playing their parts in this appeal; he had not done so, and 
there could be only one result. 

Though D, as the Tribunal found, had not made his claim 
dishonestly or recklessly, he was an imprecise man. It was a pity 
that, once he had engaged professional stocktakers, he did not 
thereafter find someone to make the necessary calculations and 
complete Form VAT 420 — tasks which appeared to have been 
beyond him. 

Delves v. Customs and Excise (Tribunal reference LEE/73/13). 


Tribunal’s Discretion on Costs 


OSTS incurred by the'Automobile Association in its VAT 

appeal (LON/73/46, The Accountant, October 18th) were 
‘substantial’ and the AA, having succeeded on the question of 
principle at issue in the appeal, asked for a direction that the 
Commissioners of Customs and Excise should pay a sum on 
account of those costs. At an adjourned hearing, the Tribunal, 
acting in its discretion under rule 30 (1) of the VAT Tribunal 
Rules 1972, awarded the AA £2,250. 

VAT Tribunals, it was pointed out, have no facilities to carry 
out a full taxation of costs as would be carried out in High 
Court proceedings, and an award of costs would be made, not on 
any particular scale, but only having regard to the circumstances 
of the particular appeal. Having a judicial discretion in this 
regard, it was said, ‘a Tribunal should first estimate to the best 
of its ability the amount of the costs actually expended or 
incurred by the successful party which were, in its opinion, 
necessary or proper for the attainment of justice, or enforcing or 
defending the party’s right, and decide the amount to award on 
account of costs by reference to that amount only, disregarding 
any additional costs which may have been actually expended or 
incurred.’ 

The AA had been ordered, exceptionally, to submit a bill of 
costs in the form that would be lodged for taxation in the High 
Court. The Tribunal took this course — which, it said, was ‘not 
normally to be adopted in appeals before these tribunals’ — 
because of the very large amount claimed by the AA as the costs 
of and incidental to the appeal; an itemized bill of cost was 
necessary for the ascertainment of the proportion thereof 
‘necessary or proper for the attainment of justice, or enforcing 
or defending the rights’ of the AA in this case. 

On consideration of the bill, and after hearing representatives 
of both parties, the Tribunal made an award of £2,250. This 
sum, it was stated, would not be further broken down beyond 
saying that £1,050 was in respect of counsel’s fees, and the 
balance of £1,200 in respect of other items set out in the bill, 
such as solicitors’ fees, costs, disbursements and the like. 

Automobile Association v. Customs and Excise (Tribunal 
reference LON/73/46). 


Schools Management Agency 
Not a ‘Business’ 


CENTRAL agency set up to manage. the financial affairs 
of a group of independent schools was not conducting a 
‘business’ for the purposes of VAT, the London Tribunal has 
decided. 
Allied Schools Agency Ltd (‘ASA’) was set up in 1934 under 
a scheme of management ‘for the more economical and efficient 
administration’ of these schools. It accepted overall responsibility 
for the schools’ finances, including the collection of fees from 
parents, payment of all major accounts including staff salaries, 
and control of capital expenditure; it kept the principal books of 
account, and prepared periodic budgets, accounts and balance 
sheets. The secretary of ASA was also clerk to the governing 
bodies of each of the several schools participating in the scheme, 
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and secretary of their central committee; in the course of 
evidence before the Tribunal, he admitted that it was some- 
times difficult to recall in which of these capacities he was 
acting. 

Under the terms of the scheme of management, ASA had 
power to establish an office and to engage staff for its purposes; 
its expenses were covered by contributions related to the fee 
revenue and the number of pupils at each school. The Com- 
missioners of Customs and Excise contended that ASA was 
making taxable supplies of services in return for a consideration 
— the contribution to its expenses — and that the fact that it 
neither traded at a profit nor sought to do so was immaterial. 

ASA argued that its expenditure was exactly balanced by the 
contributions from each of the schools, and denied that it was 
carrying on a business. It made no taxable supplies for a 
consideration; alternatively, it was ‘an organization which 
provided the advantages of membership’ within the terms of 
section 45 (1) (c) of the Finance Act 1972 and — since it had made 
no election under section 45 (2) — it could not be deemed to be 
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By a unanimous decision, the Tribunal ruled that ‘for the 
purposes of the Finance Act 1972, there must be a commercial 
element in the activities under consideration’; in this, they did 
not wish to differ from the verdict of the Leeds Tribunal in the 
Processed Vegetable Growers case (LEE/73/4, The Accountant, 
October 4th and 25th). The concept was one of co-ordinating 
the management and administration of these schools, for which 
purpose ASA’s expenses were pooled and repaid by the schools; 
and ASA did not carry on a business for VAT purposes. 

In the event of a higher court finding this conclusion to be 
mistaken, the Tribunal further found that such services as ASA 
supplied were exempt supplies within the terms of section 
13 (1) and group 6 of Schedule 5 to the Finance Act 1972 as the 
provision of education or the supply of goods or services 
incidental to that provision. Each of the principal services per- 
formed by ASA was an integral part of the provision of edu- 
cation at the schools, and that education was provided jointly 
by ASA and the governing bodies concerned. 

Allied Schools Agency Ltd v. Customs and Excise (Tribunal 


carrying on a business. 


reference LON/73/91). 








Reorganization of Lanca 


Te accounts of Lanca Ltd for the year 
to December 31st, 1972, were not 
circulated to shareholders until near the 
end of October 1973 for the annual meet- 
ing on November roth. The Lanca 
company now in operation is under 
different management from the Lanca of 
1972 which is the subject of this week’s 
reprint and the qualified auditors’ report. 

In December 1972 it was announced 
that negotiations were in progress for the 
acquisition of two unquoted companies 
‘in related fields of activity’, which is the 
manufacture and wholesaling of hand- 
bags. The share quotation was suspended 
pending completion of the negotiations 
but the deals did not go through. 

In mid-July a loss of {£271,189 was 
announced for 1972 against a previous 
year profit of £2,045 and shareholders 
were told that during the course of an 
investigation by Peat Marwick Mitchell & 
Co, specifically requested by bankers 
Keyser Ullmann and the Lanca board 
the previous December, it became clear 
that there had been a breakdown of 
management control and that manage- 
ment figures previously submitted to the 
board did not reflect the true position. 

Arrangements involving new manage- 
ment and the injection of additional 
funds had been made, shareholders were 


told, and Mr M. Mechlowitz, with 
associates Mr E. Binns, F.c.a., and Mr 
D. J. Roberts, has purchased 44:8 per 
cent of the Lanca capital. 


New board 


The former directors resigned and the 
three controllers of the 44:8 per cent 
equity stake are now Lanca’s board with 
Mr Binns as chairman. With the issue of 
the 1972 accounts Mr Binns also issued 
an interim statement showing a 1973 
first half loss of £58,581, after interest 
charges of £12,153, on a turnover of 
£474,804. 

Mr Binns states that the new board has 
considerable experience in the handbag 
trade and this has helped to overcome 
problems arising from loss of confidence 
of material suppliers, customers and 
factory management. The loss of £224,000 
‘reflected the lack of direction and control 
in financial and general management’ but 
improved control systems have now been 
introduced. ‘Previous management’, Mr 
Binns comments, ‘failed to recognize the 
full implications of the company’s finan- 
cial position, particularly relative to its 
cash flow and the consequences of a 
reduction of turnover which occurred in 
1962 and again in the first half of the 
current year.’ 


It was well into the current year before 
relationship between sales and production 
was recognized, but by then surplus 
stocks of finished. goods had built up and 
that situation led to the first-half loss in 
1973. The investigation by Peat Marwick 
Mitchell & Co revealed that a 1972 
reported first-half profit of £25,500 was 
incorrect and, in fact, ‘due to stock 
discrepancies at the High Wycombe 
factory’, a loss had been incurred in the 
period. 


Closure 


Mr Binns does not dwell on the matter of 
Peat Marwick’s qualification of their 
report, on the grounds of not being able 
to satisfy themselves as to the reason for 
significant increase in cost of materials 
used by two subsidiaries, other than to 
record the fact that there were stock 
discrepancies at High Wycombe. Peat 
Marwick resigned as auditors on October 
3rd, 1973, with Fabian, Derbyshire & Co 
and Haffner, Hoff & Co appointed joint 
auditors in their stead. 

One of the few things to have gone 
right seems to have been the closure of the 
light engineering subsidiary Challis Bros 
and the sale of the property for £110,000. 
Proceeds of the sale were used to reduce 
group indebtedness, but Mr Binns makes 
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the point that but for funds injected by 
Keyser Ullmann during the current year 
the company would have been insolvent. 
The directors are satisfied, however, that 
immediate cash requirements are covered. 

Withholding of certain material sup- 
plies adversely affected trading per- 
formance for July and August but ‘the 
board envisages a break-even position for 
the second half and looks forward to the 
future with confidence’, Sales and ad- 
ministrative overheads have been cut to 
facilitate reorganization of management 
now based in Oldham and to establish a 
firm base for the future. 


Quotation 


The board is ‘conscious of the desirability 
of restoring the Stock Exchange quotation’ 
— but there will clearly have to be a 
lengthy period of consolidation before an 
application for the restoration can be 
considered. Given a break-even trading 
situation in the second half of this year 
there will be a loss on the year. 

Given a return to profits in 1974 there 
will need to have been a major improve- 
ment in the asset backing for the equity 
if even the accounts for that year are to 
be considered worth putting forward as a 
basis for dealing restoration. The lengthy 
period of consolidation that the board 
foresees could be three years unless there 
is some major injection of new funds. 

Lanca could move into a position 
where the Stock Exchange might require 
a re-quotation rather than a resumption, 
but the Lanca directors and shareholders 
may take heart from the point that the 
Pergamon Press share quotation was first 
suspended on August 22nd, 1969, and is 
still in suspense. 


Hartley Baird Still in Turmoil 


ARTLEY BAIRD is a company 

that has been in turmoil as long as 
most people can remember — and prob- 
ably before that. Every annual report 
carries its quota of trouble old and new. 
This year’s report records the appoint- 
ment of inspectors by the DTI ‘to 
investigate the ownership of the company 
and in particular the controlling interest 
acquired by Dr W. K. Wallersteiner and 
his mother, Mrs Alice Stoss, or by any 
company controlled by them’, 

It also records that ‘On September 
28th, 1973, an affidavit was sworn on 
behalf of the liquidator of Camp Bird 
Ltd, Mr K. R. Cork, claiming title and 
expressing the intention of claiming 
beneficial interest in certain shares held 
by or on behalf of the present majority 
shareholders’. 
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A copy of this affidavit, the report 
states, has been served as a stop notice on 
the company’s registrars. The directors 
are advised that until this has been 
removed they cannot register any dealings 
in the shares stated in the affidavit, or 
pay dividends on them without giving 
notice to the persons who served the 
notice. 

The auditors, whose qualifications to 
their reports have been considerable in 
the past, are now down merely to being 
unable to express any opinion on the 
matter of £260,329 owed to the company 
by African and Overseas IFC which in 
turn is owned by the Hartley Baird 
majority shareholders. 

This sum has been a matter of legal 
contention since September 1967. It is a 
matter of some moment, since £260,329 
is a considerable element in the parent 
company balance sheet total of £929,382, 
and is ro per cent of the group balance 
sheet total of £2,688,186. 

Hartley Bairds auditors are 
Greenhalgh, Sharp & Co and they 
certainly have not had an easy time of it. 
But last August moves were made to 
prevent their re-appointment as auditors 
at the next annual meeting. 

This has given rise to yet another 
unusual feature in the Hartley Baird 
report ~ ‘Auditors’ Representations’ — 
which appears under the Auditors’ 
Report thus: 


Auditors’ Representations 
In accordance with the Companies 
Act 1948, section 160 


The Secretary, 
HARTLEY BAIRD LIMITED. 


Dear Sir, 
Re: Election of Auditors 


We refer to the letters addressed to 
you by Messrs W. D. C. Barrett, R. 
Briscoe and N. R. L. Travers dated 
August 2nd, 3rd and 4th, respectively 
in which pursuant to section 160 of the 
Companies Act 1948 they gave special 
notice of their intention to propose a 
resolution that our firm be not re- 
appointed as auditors of your company 
at the forthcoming annual general 
meeting. 

We have at all times fulfilled our 
duties as auditors in accordance with the 
Companies Acts. Accordingly, we wish 
you to inform the shareholders that we 
refute as entirely without foundation all 
allegations and criticisms of our firm 
contained in the above mentioned 
letters. 

We wish that this letter be circulated 
to the shareholders with the Notice in 
which the proposal appears as a resolu- 
tion. 


GREENHALGH, SHARP & CO 
Chartered Accountants. 


October 25th, 1973. 
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Scottish Metropolitan 
Caution 


A. a time when property companies are 
revaluing their properties as fast as 
the valuers can work, it is interesting to 
observe a nice degree of Scottish caution 
on the part of the board of The Scottish 
Metropolitan Property Company. A year 
ago shareholders were told that a pro- 
perty revaluation would be written intothe 
accounts for the year to mid-August 1973. 
` But the chairman and managing 
director, Mr Isidore Walton, tells them 
in his review with those accounts that 
‘after the introduction of the Govern- 
ment’s counter-inflation measures and 
the resultant uncertainty as to the future 
regulation of commercial rents, your 
directors in consultation with Messrs 
Bernard Thorpe & Partners decided to 
defer the revaluation pending clarification 
of the government’s proposals’, 
Instructions have now been given for 
the revaluation to go ahead with the 
effective reporting date as September 
tst, 1973. The total book value of the 
portfolio amounts to £27°69 million. 


Lockwood Foods’ Interest 
Charges 


ISING interest rates and rising food 

prices have many points of contact 
and one of them is shown in the accounts 
of Lockwood Foods. In the year to last 
May, the group earned trading profits of 
£1,564,000 against £1,332,000 as the 
result of a £3:62 million advance in 
turnover to {23°72 million. But net 
interest charges at £733,000 against 
£510,000 swallowed all but £9,000 of the 
trading profit rise with the result that 
profits, pre-tax, were £831,000 against 
£822,000. 

Interest on bank overdrafts and other 
facilities was up from £279,000 to 
£460,000, the level of group bank 
overdrafts at the financial year-end being 
£3°72 million, with further loans of 
£2-22 million and mortgages of £13 
million outstanding. 

Mr Philip Lockwood, the chairman, 
comments that the upward swing in 
interest rates in the autumn of 1972 
occurred after substantial forward con- 
tracts with customers had been fixed. 
In subsequent forward contracts, higher 
bank charges have to a greater degree 
been allowed for in costs ‘and it is hoped 
that further rises in interest rates which 
have again taken place will be recovered 
by a quicker turnround of stock following 
improved demand’. 

That, of course, was before the latest 
twist to the interest rate spiral. If current 
rates last for long, Lockwoods 1972~73 
experience is likely to be repeated this 
year. 
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A cause 
clients will 
understand 


F You’ve never had anything, you never miss it. 

But if you’ve known a reasonable standard of living, imagine 
the horror of reduced circumstances. 

We help people who have practically nothing — except 
memories of happier times in a happier age. 

Many of your Clients will understand and will sympathise with 
what we are trying to do. Many of them, if you suggest it, 
might like to remember us in their Wills or with a Covenant. 
After all, what greater gift can there be than giving another 
elderly person something to live for? 


DISTRESSED GENTLEFOLK’S 
AID ASSOCIATION 


VICARAGE GATE HOUSE * VICARAGE GATE * KENSINGTON LONDON W8 44Q 


“Help them grow old with dignity” 


For nearly 100 years we 
have published books for 
the accountancy profession, 
especially textbooks for 
students. 


THE LARGEST SELECTION OF 
ACCOUNTANCY AND 


MANAGEMENT 
PUBLICATIONS 


Distributors for publications of 
THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 
AND THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


THE CITY LIBRARY 
- GEE & CO (PUBLISHERS) LIMITED 
IS} STRAND, LONDON WC2R ijj - 
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Day Care 
keeps 
families 


together 


(with a little help from you) 


Help Now! Donations to:- 
NATIONAL CHILDREN’S HOME 
85 HIGHBURY PARK, LONDON N5 1UD. 





CLAIMS AND RISK EVALUATION CO. 
Acompletely 


NEW DEVELOPMENT 
IN INSURANCE 


Claims and Risk Evaluation is an entirely independent 
company, which offers a unique service to industry and 
commerce. No longer need you doubt if you are fully 
covered, over insured, or paying too much for too little. 
We will take these worries off your shoulders. The 
services include guidance on every aspect of insuranceto 
ensure that you are adequately protected and properly 
compensated in the event of loss ; and in addition we will 
look after your day to day insurance management. 


WE DO NOT SELL INSURANCE. We provide 
an independent advisory service on loss prevention and 
an evaluation of your true insurance needs. Learn more 
about this unique service. 


Send for the brochure NOW and save time and money. 


CLAIMS AND RISK EVALUATION GO 


BRENT HOUSE - KENTON ROAD + KENTON + LONDON HA3 8BT 
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MANAGEMENT and 
COMPUTER CONTROL 


by T. R. THOMPSON, M.A.(Cantab.), B.Sc.(London), F.C.1.S., F.lnst.A.M. 
A Lifetime of Experience in Computer Management and Control 
A UNIQUE BOOK WRITTEN FOR THE LAY MANAGER & STUDENT 


This book is intended to provide the ordinary 
business manager with sufficient knowledge 
of computers to enable him to maintain com- 
mand of a computer project and to play his part 
in ensuring that the computer provides informa- 
tion useful for running the business to the best 
advantage as well as furnishing a basis for good 
management. 

The first two chapters give a broad analysis 
of the nature of business information and the 
data from which it is produced. The next 
chapters explain the nature of computers, what 
has to be done before a computer can be made 
to produce the information from the data, and 
how to set about obtaining the right computer 
to produce the information required. S 

There is then an explanation in simple terms 
of how business information can with advan- 
tage be approached mathematically. This is 
followed-by six chapters devoted to the main 


344 printed pages Size 113 x8i in. 
87 line and 22 half-tone illustrations 
Fully bound in red-gold blocked on spine 


potential fields of application which are 
common to most businesses, including Payroll, 
Purchasing, Stock Control, Production and 
Project Control, and Sales and Distribution. 
The book ends with two chapters respectively 
on staffing and controlling a computer project. 
Throughout the book stress is laid on the para- 
mount need for the business manager to make 
decisions on what information he requires to do 
his job effectively. Whether or not a computer 
should be used to produce the information 
depends on the ability of the computer 
experts to prepare a scheme whereby a com- 
puter can efficiently and economically do so. 
Since the book explains the problem of using 
a computer to provide business information, 
it incidentally offers to the student who is 
proposing to make a career in the field of 
computers for business purposes a useful 
background to his technical studies. 


PRICE £9°50 NET 
£9-80 by post U.K. 
£10 by post overseas 


ORDER NOW FROM BOOKSELLERS OR DIRECT FROM THE PUBLISHERS 


GEE & CO (PUBLISHERS) LIMITED 


Publishers of The Accountant 


151 STRAND : LONDON : WC2R 1JJ 


Telephone 01-836 0832 
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INTER’S discontent has set in 

early. It is, of course, remarkable 
that everyone could see the winter 
crunch coming except the Government. 
Not only remarkable but inevitable. 


The light of everlasting growth, 
regardiess of consequences, shone so 
brightly that neither the Prime Minister 
nor the Chancellor of the Exchequer 
saw until too late the ‘Dead Slow’ sign 
of money supply out of control, or the 
brick wall of a £300 million payments 
deficit in one month. 

Remnants of excuse were patched 
together by Mr Peter Walker, adding 
that touch of farce never far from 
tragedy. But the real question is still 
whether 13 per cent Bank rate and 
2 per cent special deposits are enough. 
The Government needs to get back 
to its economic ‘drawing board, and 
that may well mean yet another 
economic full stop. 

Denials of any intention to mount a 
winter Budget, which presumably 
means a denial of any intention to 
reinforce the measures already taken, 
is ‘only reassuring to people whose 
reaction to danger is to shut their 
eyes. 

In stock-market terms the latest 
action, and the burst of share selling 
that followed it, may have taken prices 
down towards the bear market depths. 
But it will take a deal of courage for 
anyone to launch into the present 
equity market as a convinced buyer. 


HAMMERING 


The gilt-edged market took the ham- 
mering that 13 per cent Bank rate 
handed out, and in the market — as 
well as in the discount market where 
‘the shorts’ are held — Mr Anthony 
Barber’s name was not exactly high in 
the popularity ratings. Neither was the 
name of the Bank of England for its 
connivance with the Chancellor in the 
sale of government stocks on what 
amounted to a false prospectus. 

But at least, in Bank-rate terms, the 
market now knows where it is. The 
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free-wheeling of minimum lending rate 
is over and so is the business of 
competition and credit control. The 
U-turn is complete: Bank rate is back 
and is a matter for Chancellor and 
Bank of England to decide. At least 
the gilt-edged market has some kind 
ot a ‘lead’ again. 


INVESTIGATING 


At the behest of the Take-over Panel, 
The Stock Exchange is to investigate 
dealings in the shares of House of 
Fraser before the agreed bid by Boots. 
That is all to the good, but why does 
The Stock Exchange have to be told to 
investigate dealings in its own market. 
There was surely so much rumour and 
so much talk of inside knowledge to 
have prompted The Stock Exchange to 
mount its own investigation or to have 
called a halt to dealings until the bid 
situation had been sorted out. 

It is extremely difficult to believe, 
as it is indicated, that neither Boots 
nor House of Fraser had the slightest 
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inkling of merging until 48 hours be- 
fore they actually agreed terms. The 
shambles of the announcement itself 
was subject enough for a Take-over 
Panel or DTI inquiry. 


ADVERTISING 


Stockbrokers are now free to advertise 
so long as they advertise with decorum 
and within the confines of Stock 
Exchanges regulations. Advertising 
by stockbrokers, it seems, will have to 
be decidedly decorous as befits the 
members of a business which is in the 
throes of developing into a profession. 

Advertising is likely to be of the 
‘tombstone’ variety. It will in all 
probability be done by those who really 
have little or no need to do it and also 
by the obvious and well-known extro- 
verts. But advertising on the lines of 
‘Deal through the brokers who got 
their clients out at the top’ will 
certainly not see the light of day. 
Names but no pack drill is the advertis- 
ing order. ` 


Rates and Prices 


Closing prices, Tuesday, November 20th, 1973 


Bank of England Minimum Lending Rates 


Money Rates 


April19,1973 >. 83% July20,1973 .. 9% Daytoday.. 10-113% Bank Bills 
May 11,1973 .. 8 % July27,1973 .. 114% 7days 11-113% 2months 12§-124% 
May 18,1973 .. 73% Oct.19,1973.. 114% Fine Trade Bills 3months 134-134% 
June 22,1973 .. 74% Nov.13,1973.. 13% 1month 15-133% 4months 138-1334% 
: momhs d e D Die 6months 143-15 % 
months .. -144 
Finance House Base Rate R 
[November 1st, 1973. 133% Three Months’ Rates 
Loca! authority deposits 144-1 ate 
A w Local authority bonds vie 154-14 
FT Industrial Ordinary Index Sterling deposit certificates .. 154-15 % 
November 20th, 1973. 394-1 Euro-sterling deposits .. Ss 153 -158% 
Euro-dollar deposits 93-104% 
Treasury Bilis Foreign Exchanges 
Sept. 14 .. £10-9507% Oct.19 ..£10-7112% New York.. 23895 Frankfurt .. 6-1800 
Sept. 21 .. £10-9826% Oct. 26 .. £10 6696% Montreal .. 23875 Milan +» 1415-00 
Sept.28 .. £10 9384% Nov.2 ..£106017% Amsterdam 64450 Oslo 13-1400 
Oct.5 ..£10-8888% Nov.9 ..£107124% Brussels .. 92-8150 Paris 10-5600 
Oct.12 ..£10-8227% Nov. 16 ..£124126% Copenhagen 14:2300 Zürich 7:5850 
Gilt-edged 
Consols 4% .. e as Se . 34 Treasury 9% 1994 se SS 773 
Consols 23%.. oe SS Ss Zi Treasury 84% 84-86 .. ais 824 
Conversion 34% .. Wi Sé . 29 Treasury 84% 87-90 ex ze 734 
Conversion 54% 1974 963 Treasury 64% 1976 +e os ». 8648 
Funding 34% 99-04 we ae .. 35% Treasury 34% 77-80 ai sie .. 673 
Funding 54% 78-80 Se Së se 92 Treasury 34% 79-81 D an .. 65% 
Funding 54% 82-84 Se Sc 20 Treasury 5% 86-89 So Si . 55% 
Funding 54% 87-91 Sc Zo , 58s Treasury 54% 08-12 a Se »» 483 
Funding 6% 1993 .. Di Ss .. 882 Treasury 24% sx Sg = .. 21 
Funding 64% 85-87 38 ve . 67 Victory 4% .. Sé e ei , 953 
Savings 3% 65-75 .. = 902 War Loan 34% .. e Sé 293 
Retail Price Index (Jan. 1962=100) 
Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 147.0 147-8 148-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-1 
1972 159-0 159.8 160-3 161-8 162-6 1637 164-2 1655 166-4 168-7 1693 170-2 
1973 171-3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181-8 185-4 
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Fresh Shocks 


HE stock-market was hit by more bad news last week. 

There was the surprise raising of the Bank of England’s 
minimum lending rate to a record of 13 per cent, and a 
further call of 2 per cent on the clearing banks’ special 
deposits with the Bank of England, together designed to 
curb inflation and avert a run on sterling. The reason for 
this was seen within minutes, by the announcement of a 
record monthly trade deficit of £298 million for October — 
some £100 million more than in September. 

Then the Government proclaimed a national state of 
emergency — for the fifth time since coming to office — 
following a warning from the Coal Board that the miners’ 
overtime ban would have very serious effects on coal 
supplies within a week to ten days. 

All this resulted in a fall in the Financial Times ordinary 
share index of 17-4 points, making a drop of 24-8 points 
in two days to 405°5. Gilt edged closed with falls extending 
to 4 points and more, while the 20-year Government stocks 
index retreated from 61-97 to 59°56, which was a ‘low’ 
since compilation. At the time of going to press on Tues- 
day the FT ordinary index had fallen to 397-3. 

The report that the United States Treasury Under- 
Secretary, Paul Volcker, had called for an agreement to 
permit central banks to sell gold on the free market led 
to a fall of 25 cents in the gold price and brought little 
cheer to gold shares. 

The energy crisis loomed large amidst the prevailing 
gloom. 

Below is a selection of corporation loans and fixed interest 
stocks: 


Corporation Loans 


Yield Yield 1973 
Price (flat) (red’n) High Low 
Liverpool 93 per cent 
1980-84... is 87 11-07 11-92 104 89 
LCC Gë per cent 1988- 
90... ve . 64 10-96 12:15 76 62 
LCC 53 per cent 1982— 
84 .. yi es 62 9-0 12:0 74 60 
GLC 73 per cent 1985— 
87 .. SN ex 81 8-97 13-92 93 81 


Fixed Interest Stocks (Industrial, Commercial) 


Yield 
(flat) 


1973 


Price High Low 


Guardian Royal Exchange In- 


surance 7 per centloan 1986-91 59 11-7 77 59 


National Westminster Bank 9 

per cent loan 1993 S ee 81 11-1 96 81 
Burmah 83 per cent loan 1991—96 72 10-9 85 72 
Vavasseur 103 per cent loan (date 

to follow) 2 as Sé 89 11-9 100 89 
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Ordinary shares 

In the recent débâcle all sectors of the market have suffered, 
but the Government maintains the aim of further growth 
in the economy. Now, however, the mounting adverse 
balance of trade is no longer explained solely by rising 
commodity prices and stocking up for trade expansion. 

It is conceded that too many goods are sold on the home 
market so that, despite the competitive position of British 
goods abroad, too few goods are available for export. 
Home purchasing power has to be restricted, and while 
traditionally this has been done by ‘stop, go’, such methods 
are no longer popular; hence rising interest rates and the 
repeated calls for special deposits. 

How long can this go on? Are import controls and hire- 
purchase restrictions around the corner? Are the Powellites 
right? We do not profess to know. But now, until markets 
settle and the outlook is a little clearer, we make no selec- 
tions of ordinary shares but consider the performance of our 
property recommendations since the beginning of 1973, 
for it is they which have fared best. 


Scrip issues 

Star (Great Britain) selected on April 12th at 249p have 
since made a 100 per cent scrip issue and have touched 
184p, representing a rise of nearly 48 per cent. Before the 
rise in the base lending rate to 13 per cent the shares were a 
strongly rising market, partly on take-over rumours and 
partly as a reflection of underlying values. London City and 
Westcliff, a smaller concern, selected on the same date at 
414p, have been up to 49$p following a x for xo scrip 
issue. 

Capital and Counties Property, selected at 116p on June 
yth, have since touched 140p, while Samuel Properties 
mentioned at 225p on June 21st have recently been up to 
273p. This company’s results are expected later this 
month and are almost certain to be very good. 

Law Land have climbed from 138p to 175p following 
take-over talk and a massive revaluation of assets. On 
August 2nd, Great Portland Estates and Raglan Property 
were mentioned, the former at 271p and the latter at 33p. 
Great Portland has been up to 330p, again on a revaluation 
of assets and the usual take-over rumours, while Raglan 
has been up to 44p on its large development programme. 
On completion of the programme in hand and in pros- 
pect, it is estimated that Raglan’s shares could be worth 
over Loop in about four years’ time. 


Take-over possibilities 
Amalgamated Investment and Property and Land Securities 
were selected on August 30th at g7p and 203p respectively. 
Both these companies are majors in the property world, 
and Land Securities is said to -be the largest property 
company in the world with assets exceeding £1,000 
million. The former has been up to 158p this year and the 
latter to 273p. Amalgamated is a possible take-over situa- 
tion, and the Land properties have appreciated some 27 
per cent since March last. 
A remarkable performer has been Haslemere which has 
risen from 313p to 403p since September 13th last. This 
company is the subject of persistent take-over talk, but it 
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has a portfolio of very valuable properties which are 
now none too easy to obtain. 

MEPC is said to be the second largest British property 
. company with a very large programme of developments 
in Oxford Street, London and elsewhere. It has improved 
from 200p to 263p comparatively recently. Another high 
class company is St Martins with a rise from 186p to 233p 
this year. 

Trafalgar House, at their own request, have been moved 
from the property sector of the Financial Times to the 
industrial (miscellaneous) sector. This is because property 
is no longer the predominant interest, though the property 
content, including development work, is of the order of 
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£100 million. Though the price performance has been 
static since the shares were selected at 113p, profits 
are on a strong upward curve and the group con- 
templates making steadily rising distributions in years to 
come. 

Underlying the growth of property shares has been their 
large discount on asset values and the demand for them by 
insurance companies wishing to acquire good class property 
below current prices. Two clouds on the horizon are the 
Labour Party’s threat to tax unrealized capital gains and 
the present high interest rates. But so far this year they 
have been good performers, though now suffering from 
the general market malaise. 


WHETHER this is the most propitious 
moment to launch,a new unit trust 
remains to be seen. Certainly, a number 
of managers have not been daunted. 
As an example, one can take the M. & G. 
Group, which has now formed the 
Extra jield Fund. The managers hope 
that it will prove to be an attractive 
‘yield sweetener’ for those investors who 
are disillusioned with fixed interest 
investments, 

Provided the managers can realize 
their ambitions, this could prove to be a 
useful vehicle for many investors. For 
instance, the estimated gross starting 
yield is 74 per cent, and it is hoped that 
the capital value will at least keep in line 
with the Financial .Times All Share 
Index. While the portfolio will have a 
number of leading name companies, it 
will also be selective, no doubt looking for 
recovery positions — in such areas as 
building, motor manufacturers and to- 
baccos. 
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CEDAR HOLDINGS LTD has formed a new 
subsidiary, Cedar Fund Managers Ltd, 
which is offering three accumulator 
growth trusts. They are Cedar British 
‘Trust, Cedar European Trust and Cedar 
Overseas Trust. In each case, there is an 
initial management charge of 5 per cent. 
The holdings of Cedar British Trust will 
be directed towards growth of earnings in 
„companies with an expanding and pro- 
gressive future. 

Cedar European Trust will invest 
primarily in France, Germany, Switzer- 
land, Holland and Belgium, but the 
geographical spread of the portfolio will 
be flexible. The Cedar Overseas Trust 
will concentrate in areas not already 
covered by the European Trust. At the 
outset, the majority of investments will be 
selected from common stock of the 
larger US companies. Other areas under 
consideration are Canada, the Far East 
and South Africa, dependent on the 


relative expectations of future growth 
and the underlying investment values. 
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UNDERSTANDABLY at the moment, there is 
a reticence on the part of many people 
about spending much on life assurance. 
On the other hand, few family men want 
to economize on protection. One way 
round this is to take cheap term assurance 
or convertible term assurance. 

Equally, the ‘half premium plan’, 
operated by London Life Association 
with its reduction of premium policy, 
is proving popular. In the first eight 
years of this whole life policy with 
guaranteed surrender values, one-half 
of each premium can be left unpaid and 
at interest. Payment can be made to the 
life office at a later date and still qualify 
for the usual tax relief. 

There should be no problem for a 
policy-holder in meeting such payments 
since profits can be used to reduce the 
premiums. Barring anything untoward 
affecting profits, currently it looks as 
though — apart from half premiums 
outstanding — very little premium should 
have to be paid in the ninth year of a 
policy, and this should drop away to 
nothing in the eleventh year. 
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PLENTY of insurance companies are mak- 
ing new issues of bonds, in view of the 
high rates of interest which they can 
earn on money invested with them. A 
drawback to the usual type of income 
bond is that, usually, the income is fixed 
for the whole term and does not increase 
although, of course, the cost of living 
will rise in the future. And although an 
income bond returns the whole of the 
original investment at the end of the 
term, its purchasing power will have been 
eroded by inflation. 

The Windsor Life Assurance Co Ltd 
is tackling this inflation problem with an 


income bond where income increases by 
20 per cent over the 15-year term. Also, 
there is a 20 per cent increase in the 
capital investment over the term. 

While these increases may not match 
inflation in the future, clearly they are a 
step in the right direction. Naturally, 
however, with such built-in increases, 
the starting yield for this bond is not as 
high as with the more usual type of 
income bond. 
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OFTEN, there is the impression that the 
managers of property bond funds do not 
switch their investments very much. It is 
clear, however, that managers need, to 
keep an open mind about this. For 
instance, the managing agents of the 
Reliance Property Fund, in the third 
annual report, point out that certain 
sectors of the market are always more 
fashionable and, as with all investments, 
there is always a time to sell. 

For this reason the fund sold a resi- 
dential estate at Southgate during the 
height of the ‘break-up’ boom; the 
price showed an increase in value over 
two years of approximately 138 per cent. 

During the past year, as a result of 
government action on business rents, 
investment has been concentrated on the 
purchase of modern recently let pro- 
perties or on funding new developments. 
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PERHAPS one of the reasons why Save and 
Prosper receives so much support from 
professional advisers (they account for 
about 52 per cent of the business) is 
because the aim is to provide them with a 
good service. Now, Save and Prosper 
Services has published the 1973-74 
edition of its Professional Advisers Guide. 
This provides, in about 100 clearly set- 
out pages, details of investment facilities 
and services currently available from the 


group. 
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Variance Analysis 


Sir, — I feel that your contributor, Mr Alastair King, unneces- 
sarily complicates the issue in his article on ‘Sales Variance 
Analysis in Practice’ (November 8th issue). The essence of 
the whole subject is, I suggest, embodied in Mr King’s own 
sentence: 


_ ‘When one finally gets down to calculating variances for 
individual products in isolation there is no mix variance, but 
only a price and volume variance.’ 


A similar problem exists in the chemical industry, where 
‘volume’ is measured in quantities — pounds or metric equiva- 
lents — and I have found it necessary when dealing with 
marketing personnel to adopt the firm stance that, within any 
named category for which volume is expressed, no mix shall be 
recognized ! If mix is to be recognized, this implies further sub- 
division, with its consequences of coding, analysis, and cal- 
culating. 

For the categories dealt with in Mr King’s article, the calcula- 
tions are, in fact, very simple: 











x. For the original data of Example 1: £ 
Sales price 
Own bitter — 1,040 at £1 price increase 1,040 
Imported lager ~ 400 at— .. Ta zi a — 
£1,040 
Volume : £ 
Increase/(decrease) in sales: 
Own bitter — 240 at £6 contribution 1,440 
Lager — (200) at £3 contribution (600) 
840 
Total sales variances . . £1,880 








A calculation for the Example 2 data simply involves adding 
to the above: 





Sales price £ 
Pale ale- 320at £r .. SN Ze D SC 320 
Stout- 240 at— oy wa ate dei ei = 
Volume — Increase/(decrease) in sales: 
Pale ale- zo at £5 100 
Stout — 40 at £8 320 
Total variances 





£2,620 


I am a great believer in keeping variance analysis simple and 
have found that, in fact, simple data are more acceptable to 
all recipients than is anything based on complicated formulae. 
After all, the production of such data is solely so that manage- 
ment can be held accountable for performance — and improve 
upon it. , ` 

Yours faithfully, 


Ampthill, Bedfordshire. S. A. FREEMAN, F.C.M.A. 
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Disqualification of Directors 


Sm, — In reading the recent series of three articles on company 
law amendment by your contributor, Mr I. S. Stephenson, M.A., 
LL.B., I was reminded of a particular problem which should 
now surely be given some attention in the proposed company 
law amendments. ‘ 

I refer to the need to protect the public from unscrupulous 
individuals who have been banned by the Court from accepting 
appointment as company directors or holding themselves out as 
company directors, and I find that there is no central list which” 
can be consulted by the public for this purpose. I have been in 
touch with Companies House and the Department of Trade and 
Industry, and I am advised that the only way I could obtain 
such information would be to go round every court in the 
country and read through the list of convictions in this category 
for the last five years! 

If a court conviction results in an individual losing his right 
to act as a company director in this way, it does seem to me that 
such a sentence is made in the public’s interest, and that the 
public should accordingly be protected through the medium of 
a centralized list kept either at Companies House or the 
Department of Trade and Industry, and which can be con- 
sulted by anyone who may feel that he is dealing with an 
individual whose antecedents are suspect in this way. 

If any of your readers have encountered this problem, I 
should be most grateful to hear from them if they had any 
greater success than I have had in tracing such a list. 


Yours faithfully, 


Woking, Surrey. S. McLENNAN, c.a. 


Inflation: a Financial Problem 


Sir, — The President of The Institute of Chartered Accountants 
in England and Wales, speaking with his usual clarity at the 
recent dinner of the South Eastern District Society, commented 
on the consequences of inflation, and related them to three very 
different kinds of business arrangements: providing for retire- 
ment, estate duty planning and charities or non-profit-making 
institutions. Each one of us can and will of course relate the 
consequences of inflation to our own particular circumstances 
and, like Professor A. B. Atkinson in New Society (October 
11th) make such adjustments as we can to enable us to live with 
the beast. 

The most alarming aspect of any acceptance of inflation, 
whether tacit or deliberate, is that in doing so one actually 
compounds it. For example, it can be seen that any attempts to 
make pension arrangements ‘inflation-proof? — or, as Mr. 
Wright says, ‘linked with final salaries’ — will cost more and are, 
therefore, inevitably inflationary in themselves. Similarly, if 
the provisions for one’s dependants after death are to take care 
also of expected losses in the purchasing power of money, then 
current income must be increased somehow to make this 
possible. Again, other things being equal as the economists 
say, if all charitable and other subscriptions are raised to ‘keep 
in line with the decline in the value of money’, the extra money 
has got to be found from increases in income, whether it is 
wages and salaries or profits. 

This is also the really frightening feature of prices and in- 
comes policies. It is now apparently accepted that there must be 
an annual increase in all incomes. It is hardly necessary to 
point out to accountants that this has not always been so, and 
from 1927 to 1939 it was definitely uncommon! 

Prices are perhaps a rather different matter, but since 
wages and salaries are in many businesses a significant part of 
costs, if they go up regularly, annually, without corresponding 
increases in output, prices must follow sooner or later. 
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Of course one can argue that, provided everything goes up in 
step, it does not really matter. In economic aggregate terms, 
perhaps not; but, as we all know from bitter, or less bitter, 
experience, there is a lot of hardship and anxiety from one step 
to the next. There is also a very real danger for some folk that 


they will miss a step altogether. 


I therefore say that all the professional accountant organiza- 
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evidence there is suggests that this is a financial problem and, 
therefore, well and truly in our neck of the woods. , 

Readers who support this viewpoint are invited to send to me 
at 57 Murray Road, Northwood, Middlesex, a postcard with 
just two words written on it — ‘I agree’. We would then com- 


-municate the result to the professional organizations if the 


tions have a duty to the community to make a serious attempt 


to grapple with inflation and find a permanent cure. What 


Northwood, Middlesex. 


replies were sufficiently numerous to make it worth while. 


Yours faithfully, 
D. A. TRIGWELL, F.c.a. 





Equality Sledge-hammer 


President's Views at Women Chartered 
Accountants’ London Dinner 


T was ‘a great pity’ that the Govern- 

ment should contemplate introducing 
legislation to enforce equality between 
men and women, Mr E. Kenneth Wright, 
M.A., F.C.A., President of The Institute 
of Chartered Accountants in England and 
Wales, told women accountants last 
Friday. 

Speaking at the annual dinner of 
the Women Chartered Accountants’ 
Dining Society, he said he thought it 
unfortunate that the Government should 
have introduced ‘this sledge-hammer’ in 
its White Paper on equality. 

It was a mistake. All people were born 
equal, he said, and it was ‘mighty difficult’ 
to legislate that people should remain 
equal. The Government was only in- 
viting trouble because, although em- 
ployers would have to toe the line, they 
were ‘economic animals’. If a woman 
could do a job as well or better than a 
man, she would get it. 

Mr Wright invited members to con- 
sider the expediency of introducing such 
laws when there were certain groups in 
the trade unions who would not admit 
women, whatever their abilities. Giving 
as an example a printing chapel in Fleet 
Street, he suggested that if one tried to 
enforce equal rights for women in com- 
posing rooms, one would have to decide 
whether one wanted justice or a news- 
paper for the next day. 

Earlier, he said it was extremely satis- 
fying that chartered accountants were 
coming together for the association 
in friendship and to develop their skills, 
and he was glad that the Dining Society 
should be playing its part in this. Com- 
munication was an important matter. 

The profession was the richer for the 
inclusion of women. At the moment 

_ there were 990 women out of a total of 
-55,000 chartered accountants — about 2 


per cent ~ but that was not nearly enough, 
he said. The numbers, however, were 
growing. 

His own belief was that the account- 
ancy profession was particularly suited to 
women. They had the necessary mental 
aptitudes — one had only to look at 
recent examination results to realize 
that. 

The work was suited to a feminine 
career. Those who left to have a family 
could always return to the profession 
again after a suitable refresher course — 
once a chartered accountant, always a 
chartered accountant, provided one could 
keep one’s skills up to date, he said. 

The toast to the Institute, was pro- 
posed by Miss P. M. Barrett, F.c.a., 
Chairman of the Dining Society, who 


said that some may wonder why women - 


chartered accountants should have formed 
the Society. 


Social association 


In the early days there were very few 
of them and, except for a few who worked 
in London, they were isolated. The 
Society was formed in 1945, its first 
chairman being Miss Ethel Watts, who 
was also the first woman to pass the 
Institute’s exams. It was decided to 
establish a dining society because they 
wanted a purely social association. 

Introducing Mr Wright, she said he 
had recently put forward a scheme for 
relief from estate duty for widows and 
widowers, and with the Institute and 
other professional bodies, was striving 
for a greater say in national affairs for 
the accountancy profession. 

Proposing the toast of the guests, Mrs 
G. Latimer, A.C.A., said that if a sex 
discrimination law came into force this 
might well be one of the last occasions 
the Society would meet. For they could 


well be held to be committing an offence 
in discriminating against the majority 
of chartered accountants on the grounds 
of their sex! 

Perhaps, however, they could overcome 
this by making membership open to all 
‘handbag-carrying members’, she said, 
though even this might present problems, 
judging from current trends! 

She then introduced the responder 
to the toast, Miss Allanach, a Fellow 
and Council member of the Institute of 
Actuaries — a profession which, by repute, 
was even more a man’s world than 
accountancy. 

Miss Allanach said she wanted to dispel 
some of the myths surrounding her 
profession. One was that they were 
‘glorified bookmakers’. She personally 
had always found the greatest dinculty in 
understanding odds on horses and never 
had any success with football pools! 


Chance and probability 


But perhaps there was a germ of truth’ 


in this, as bookmakers were clearly 
involved in problems of chance and 
probability. But they were really con- 
cerned with forecasting a winning horse, 
whereas the actuary’s forecast was more 
long-term; their problem was what was 
going to happen or how many were 
going to survive in about 50 years’ time. 

Another misconception was that people 
thought an actuary was someone who 
could forecast a person’s life span. This 
again was a myth which she ought firmly 
to demolish. They worked entirely on 
averages and, as with many other 
professions, they had to combine the 
theoretical and the practical. 

The belief that they were connected 
with the insurance industry was nearer 
the truth, for about 66 per cent of the 
UK fellows of the Institute were in 
life offices. About 14 per cént were in 
consulting practice, a very small pro- 
portion in private practice, and probably 
some 5 per cent in the Stock Exchange 
and financial world. 

Neither were actuaries, as some be- 
lieved, akin to accountants, although 
there were areas where their paths 
touched. 
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Dislike and Fear of Change 
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Progress and the Profession at Manchester Dinner 


MAJOR cause of human unhap- 

piness was the difficulty found in 
adapting to change. People were con- 
servative, and preferred the accustomed 
and familiar to the new and unknown, 
said Mr E. Kenneth Wright, M.A., F.C.A., 
President of the Institute, at the annual 
dinner of the Manchester Society of 
Chartered Accountants last week. 

Responding to the toast of the In- 
stitute, he said we had managed decimali- 
zation pretty well, and would soon have 
to face metrication. That would mean 
the end of such old friends as the rod, 
pole or perch — only the pint, it seemed, 
would be sacrosanct. 

Much industrial unrest stemmed from 
the ‘dislike and fear’ of technological 
change. There was regret for the way 
machines undermined man’s supremacy 
as the agent of production. Automation 
was not welcomed as the recipe for 
leisure and the good life, but was feared 
as a threat to our jobs and our standard 
of living. 

We hid a simmering resentment of the 
computer by joking about its failings — 
and rejoiced when it ‘bit its keeper and 
made a fool of itself’. 

People had to adapt themselves grudg- 
ingly to social change; they had to get 
used to the conventions of the permissive 
society. 


Heavy work-load 


The profession had its full share of 
innovations — massive tax reforms, VAT, 
changes in company law, including the 
first move towards social accountancy — 
the disclosure of information by com- 
panies of their activities to discharge 
their public responsibilities, for example, 
in the environmental field, as well as 
the new pensions legislation, entry into 
Europe, the restructuring of the prac- 
tising side of the profession into larger 
units, the programme for education and 
training. 

Within a few months, too, the pro- 
fession was likely to have a provisional 
standard in price level accounting. In 
present inflationary circumstances, the 
convention of historic cost was simply 
not adequate. The economic, fiscal and 
financial implications would be great — 


and the Government had recognized 
as much in declaring last July its in- 
tention to set up a committee of inquiry. 

But recognizing the truth usually had 
its implications — and that was no 
reason why they should not persevere 
in their efiorts to find it. 

Mr Wright said accountants must 
come to terms with change. A profession 
would lose its merits if it did not strive 
to progress. Where would they be if 
50 years ago Gilbert Garnsey had not 
suggested the need for consolidated 
accounts, if the Royal Mail case had not 
discredited hidden reserves, or if they 
still relied on ‘O’ level entry? 

He was proud that, notwithstanding 
many a squeal and many a groan from 
overburdened members, the Institute 
was providing the lead that the times 
required — in the European connection, 
accounting standards, entry standards, 
education, training, post-qualifying edu- 
cation, an expanded publications pro- 
gramme, and the like. 

Members were responding well; the 
drive depended upon the efforts of a 
task force of several hundred dedicated 
chartered accountants. But they were 








available — and many came from the 
Manchester Society. 

Sir Paul Chambers, K.B.E., C.B., C.I.E., 
Chairman of The Royal Insurance Co 
Ltd, who proposed the toast, referred 
to the changes which were taking place, 
and nowhere more than by computers. 

Another aspect — almost forgotten — 
was that they were now finding out not 
only whether accounts had been kept 
properly, but also whether people were 
acting properly. 


Tacit tribute 


When things went wrong, it was a 
tacit tribute to their profession that 
accountants were called in — to investi- 
gate, dig out the facts and decide whether 
they were proper or improper by a 
modern code of conduct. 

This was the way in which the pro- 
fession was held in the highest regard 
throughout the country, and indeed 
throughout the world, 

Mr D. H. Slade, J.P., F.c.a., President 
of the Manchester Society, proposed the 
toast to the guests, to which Mr Justice 
Crichton replied. 








Mr Derek Slade, F.C.A., President of the Manchester Society, right, with, /eft to right, Mr E. 
Kenneth Wright, M.A., F.C.A. President of the Institute, The Hon. Mr Justice Crichton, High 
Court Judge, and Sir Pau! Chambers, Chairman of the Royal Insurance Group. 
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LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
02-251 0344 (7 lines) 


INSURANCE 


From January 1974 a new monthly 


publication on Insurance will be 
available to accountants who in the 
course of their professional duties need 
to be kept informed of insurance in its 
many and increasingly complex aspects. 
Called /nsurance, it will cover develop- 
ments in the branches of insurance, up- 
to-date assessments of the economic 
and financial background affecting in- 
surance, and news of the latest services 


available. All designed to keep the. 


professional man informed. 

Insurance will be sent free of charge to 
accountants in the United Kingdom. 
Applications for inclusion in the free 
circulation should be made to: 


C. F. Milburn 
The Financial Times 
Business Enterprises Division 
388 Strand, London WC2R OLT 
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CA, ACA, ACMA, ACIS, ACCA, ATII, ASBI, ete. 


Some 
professional 
advice for 
accountancy 
students 


If your prime concern is to make sure you 
qualify for any of the above qualifications — 
read on. The School of Accountancy has had 
over 60 years’ experience of coaching students 
for accountancy and other professional quali- 
fications. We have learned a lot in those years ~ 
how to coach students most effectively; how to 
help them with really personal tuition; how to 
prepare them fully for their examinations; and 
how to give that extra confidence that makes all 
the difference in the exams. SOA course material 
is easy to digest and constantly kept up to date 
with syllabus changes, trends in examination 
questions and new legislation. And yet it avoids 
non-essentials and ensures that your learning 
1s as easy and efficient as possible. 


With the backing of our correspondence course 
you'll be fully prepared to add to over 100,000 
examination passes achieved by SOA students, 
many of whom have gained awards. 


We've learned a lot about how to help others. 
Why not let us help you? Find out about the 
School of Accountancy. 


& Business Studies «sx. x9:0 


For full information post this coupon today to: 

The School of Accountancy & Business Studies 

107B Regent House or 107B Regent House 
Stewarts Road 341 Argyle Street 
London SW8 4UJ Glasgow G2 8LW 
Telephone: 01-622 9911 
EXAMINATION 


NAME 
ADDRESS 


AGE 


A Accredited by the CACC 


Telephone: 041-221 2926 


VIL 


The School of Accountancy 


Ca a 
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ORDER NOW TO AVOID DISAPPOINTMENT 


ACCOUNTANTS 
DIARIES 1974 


INDISPENSABLE FOR ONE HUNDRED YEARS 


DESK DIARY AND YEAR-BOOK 


Three days on each page with all information. Bound in blue binding case lettered in white foil. 112 in. X 74 in. 
£1°65 including VAT (15p) and postage. 


POCKET DIARY 


Three days on a page with all information. Bound in blue binding case lettered in gold. 54 in, X 3} in. £1:43 including 
VAT (13p) and postage. - 


POCKET DIARY 


Three days on a page with information section separate and inserted loosely in pocket at back of diary. Bound in 
blue binding case lettered in gold. £1°65 including VAT (15p) and postage. 


THE INFORMATION SECTION CANNOT BE SOLD SEPARATELY FROM THE DIARY. 


DE LUXE POCKET REFILLS 
Three days on a page with all information. 53 in. X 3} in. £1:27 including VAT (12p) and postage. 


DE LUXE WALLETS FOR REFILLS 
(NEW AND IMPROVED STOCK) 


In good quality Black Morocco leather, silk lined, lettered in gold on front. Two pockets, front and back, form 
wallets which also hold diarv refill in position together with elastic in centre. Fitted with leather strap and button 
fastener at side £1-76 including VAT (16p) and postage. 


Order Form 


Gee & Co (Publishers) Limited, The City Library, 151 ‘Strand, London WC2R 1JJ Telephone 01-836 0832 
Please Supply (*Insert the number of each item required.) 


Desk Diary and , Pocket Diary De Luxe De Luxe 
Year Book Pocket Diary with separate information Refills Wallets 





Dates eieiei, Remittance enclosed £ 
PLEASE NOTE DIARY MAIL ORDER TERMS: 

CASH WITH ORDER. Approved Accounts -~ Strictly monthly from date of invoice. 

% DIARIES CANNOT BE RESERVED UNLESS THESE TERMS ARE COMPLIED WITH, 


ACCT 22/11/73 
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Future Plans Well Laid. 


Warwickshire Society's Annual Dinner 


N appeal for ‘money-grabbers’ every- 

where to hold their hand, and for a 
return to the happy era when everyone 
believed in pride in work and craftsman- 
ship was made by the Earl of Aylesford, 
O.ST.J., V.L., J.P., Deputy Lieutenant 
of Warwickshire, proposing the toast of 
The Institute of Chartered Accountants 
in England and Wales at the Warwick- 
shire Society of Chartered Accountants’ 
annual dinner at Coventry, on Thursday 
of last week. . 

Responding, Mr R. G. Wilkes, ong, 
T.D., A.D.C., D.L., F.C.A., a member of the 
Institute’s Council, echoing the same 
sentiments, said that accountants today 
might still appear to be old-fashioned, but 
above all professions they still believed 
that their word was their bond. Trust 
and honesty were key words of the pro- 
fession which was always seeking higher 
standards of: workmanship from all 
involved. 


Planning for tomorrow 


Remarking upon the profession’s future, 
he said that many developments had 
taken and were taking place. ‘In fact one 
was almost embarrassed by the number of 
topics now available to talk about’. 

The Institute, said Mr Wilkes, was 
attempting to establish higher standards 
in many important areas affecting the 
profession and the community in general. 
They were all aimed at ‘getting that 
bottom line right’. 

Higher standards were needed, he 
said, for three reasons. First, they had 
the increasing complexity of business 
life. This meant that accountants had to 
recruit young men and women of the 
highest calibre to make sure that they 
were able to deal with all these com- 
plexities. 

Secondly, the commercial and financial 
world was tending to place much more 
reliance on the work of the accountancy 
profession, either as auditors and ad- 
visers or for those in industry as finance 
directors and chief accountants. 

Thirdly, there was a very real need to 
improve the image of the profession 
which so many people thought had had a 
number of setbacks in recent years. 

Mr Wilkes said that to overcome these 
‘we must show a greater awareness of our 
responsibilities, not only to our clients 
but the community generally. We must 
achieve these higher standards bv the 


various steps the Institute has taken, or 
is taking: we have raised the standard of 
entry to the profession to attract young 
people of quality and intellect. 

“The new proposals for the training and 
education of our students will result in 
higher standards in the examinations 
they are required to pass. The emphasis 
of the questions is increasingly on the 
practical application of knowledge.’ In 
conjunction with the higher levels of 
examinations would be the requirement 
for similar standards of practical training 
of members. The recently-changed by- 
laws, he said, gave the Council new 
powers to inquire into the scope of 
practices to ensure that there was an 
adequate breadth of experience and 
supervision available. 

Every member, declared Mr Wilkes, 
had a duty to keep up to date with 
matters affecting the profession, Related 
to this would be the new requirement for 
a newly-qualified member to have at 
least two years’ practical experience after 
qualification before deciding to take a 
practitioner’s certificate. These proposals, 
he went on, were mainly internal matters 
directly affecting members, but ob- 
viously they had wider and general 
repercussions. 

Of those changes which affected the 
public, Mr Wilkes said, obviously the 
most important was the establishment of 
the Accounting Standards Steering Com- 
mittee. Everyone, he thought, should be 
encouraged by the committee’s work, for 
already it had received almost universal, 
ready and willing acceptance. 

The Stock Exchange, in the agreement 
now dealing with the admission of 
securities for listing, had made com- 
pliance with the standards mandatory. 


A new committee 

Mr Wilkes reminded his audience that 
the Council had a new standing com- 
mittee — the Accounting Practices Com- 
mittee ~ to look at all standards and to 
make recommendations. It had only just 
started its work. But it was significant 
that Sir Geoffrey Howe, talking about the 
new Companies Bill, spoke of the pro- 
visions in the Bill to put a new emphasis 
on the role of auditors. The Bill contained 
proposals to strengthen the hands of 
auditors, and the country was going to 
see the highest standards of auditing and 
accounting. ` 
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‘The Institute’, said Mr Wilkes, ‘like 
any other organization, is only as good as 
its members make it and we should never 
give the public the opportunity of 
denigrating our Institute or our pro- 
fession.’ 

Earlier, Lord Aylesford, in proposing 
the toast in jocular fashion, referred to 
the ‘plight’ of after-dinner speakers and 
traced the history of the accountants’ 
profession. This set the mood of the 
evening for the 300 or so members and 
guests. 


Living honestly 


On a more serious note, Lord Aylesford 
said that today many people were either 
making money, or trying to make money, 
but without a clue why they were doing 
so. ‘We are getting into a money-grabbing 
position where honour is a dirty word’, he 
said. ‘Craftsmanship and pride in work 
are almost forgotten. 

‘There is some truth in what I say. 
It really would be a great help to this 
country if we went back to the days when 
an Englishman’s word was his bond,’ he 
said. ‘It would not be a bad thing, if, 
when someone said "ees, well do it in a 
fortnight’s time” (knowing it could not 
be done in three months) they did not lie 
like hell to cover up!’ 

Accountants, added Lord Aylesford, 
were in every strata of society, constantly 
in touch with people of all types, and they 
could do much to help the community 
to look for higher standards of living and 
honesty. 

Coventry’s Lord Mayor, Councillor 
G. W. Sheridan, in responding to the 
toast of the City of Coventry, commented 
on the fact that the dinner was being held 
close to the date of the 33rd anniversary 
of the wartime blitz on Coventry which 
caused great destruction. Accountants, 
like other professions, had played a vital 
role in Coventry’s re-development, he 
said. 

In fact, the Lord Mayor said, by reason 
of its massive re-building programme, 
the Corporation had trained more city 
treasurers’ and accountants’ staff than 
any other local authority in the country! 

‘Like the best of accountants, Coventry 
has always prided itself in getting the 
bottom line right. But before that can be 
accomplished, there is always a great 
amount of work. Accountants can always 
give a gentle nudge to the other pro- 
fessions to do a good job of work,’ he 
said. 

Councillor T. H. Webb, F.c.a., Presi- 
dent of the Society, proposed the toast of 
the guests, which was responded to 
by the Reverend Nigel Abbott, Vicar of 
Holy Trinity Church, in a speech: laced 
with wit. f 
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-Personality Comparisons of 
Men and Women Students 


by A. C. OSMAN, MA M.Sc., of the Department of 


: Professional Studies, Polytechnic of North London. 


In a previous article (The Accountant, November 8th) presented 

" with reference to the Government’s consultative document Equal 
‘Opportunities for Men and Women, the author discussed the 

CPI tests on personality factors. He now goes on to examine a 
different group of articled clerks who completed a special 


` personality questionnaire. 


SSUMING parity of knowledge and 
skill as measured by professional 


` examinations, would women accountants 


compare favourably with their male 
colleagues in personality and tempera- 
ment? Lack of research and information 
in Britain on the behavioural concomit- 
ants of the role of the professional 
accountant in general, and on women in 
` the profession in particular, was pointed 
` out in the previous article in The Ac- 
' countant, of November 8th, which re- 
_ ported on comparisons between groups 
` of men and women articled clerks of 
The Institute of Chartered Accountants 
in England and Wales on personality 
factors as measured by the California 
Psychological Inventory. 

‘Here the inquiry continues with 
different groups of 276 men and 53 
women articled clerks whose personality 
factors were measured by utilizing a 
personality questionnaire (16 P.F., Form 
_ C). developed by British-born Professor 
" Raymond Cattell, of the University of 
(Illinois, who has spent more than thirty 
. years in the USA researching and writing 
on personality and ability testing. 


‘Assessment value 


Back up research covering ‘more than 
400 journal articles and 10,000 persons 

has provided an unusually sound 
foundation of empirical evidence that the 
16 personality scales’ measured by Pro- 
fessor Cattell’s questionnaire ‘are stable 
and independent’* ‘Since the 16 P.F. 


- is designed to measure the total per- 


sonality, its predictions have the widest 
possible applicability in any field where 


. -personality is important, as for example 


in business and industry it is used for 
improving employment and promotion 





1 (1973). 16 P.F. Institute for Personality and 
Ability Testing, Champaign, Illinois, USA. 
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decisions and minimizing employee turn- 
over by predictions of how long an 
employee will stay, accident proneness, 
absenteeism, and general efficiency’. 

Each personality factor, tagged alpha- 
betically, is measured on a bipolar scale: 
one extreme for low scorers and the 
opposite for high scorers (Table 1). 
Most people would score in the middle 
ranges; it is the comparative more or 
less that matter. In addition, Form C 
has a motivational distortion (MD) scale 
which is useful for detecting those who 
are faking ‘good’. 

Simple combinations of the sixteen 
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personality factors yield additional di- -. 
mensions, called ‘second order’ factors, © 


“such as extraversion, anxiety and in- 


dependence. These will not be touched 
upon here because conversion formulae ~ 
based on the USA population require 

validation with the British population. - 


Results 


Scores obtained by men and women 
articled clerks were compared by ‘t-test’ 
procedure. At 1 per cent level of sent. | 
ficance, women were more affected by 
feelings (C), more sensitive (I), less 

self-assured (O) and less relaxed (Q,). 
than men articled clerks. At 5 per cent 

level of significance, women were less ` 
impulsive (H) and more shrewd (N) 

than men. Finally, at 1 per cent level of 
significance, women articled clerks were 
more realistic and reliable, i.e., gave fewer 
motivationally distorted answers, than 
men. 

Contrary to the national pattern, male 
articled clerks did not score significantly 
higher than their female colleagues on 
intelligence, dominance, protension (i.e., 
suspicious-trusting dimension), or on 
being imaginative, experimenting, self- 
sufficient and self-controlled. Although 
statistically non-significant, in fact women 
scored a few decimal points higher than 
men on intelligence, on being more sus- 
picious, imaginative, experimenting and 
self-sufficient - qualities which should go 
to make a good auditor and accountant. 
On the other hand, women articled clerks 





Questionnaire Scores 





Table 1. 
Anglicized version, 1969 edition. 
Personality factors 
Low scores High scores 
A. Reserved Outgoing 
B. Dull ` Bright 
C. Emotional Unemotional 
E. Submissive Dominant 
F. Serious Happy-go-lucky 
G. Expedient ` Conscientious 
H. Restrained Impulsive 
I. Tough-minded Sensitive 
L. Trusting Suspicious 
M. Practical Imaginative 
N. Artless Shrewd 
O. Self-assured Apprehensive 
Qı. Conservative Experimenting 
Qz. Group-dependent Self-sufficient 
Q;. Uncontrolled Self-controlled 
Q,. Relaxed Tense 
MD. Low — Motivational Distortion — High 


Scores obtained by men and women articled clerks on 16 P.F., Form C, 


Men Women 
N=276 N=53 N 
Mean (S.D.) Mean (S.D) 
8-86 (1-99) 8-62 (2:16) 
4°64 (1°42) 4°70 (1°32) 
t7:03 (2.29) 6:05 (2°60) 
6°57 (2-12) 6-49 (z0) 
6°97 (2'10) 6°57 (1°88) 
6.00 (2°45) 6'44 (1°99) 
*6:80 (2°53) 6-00 (2°62) 
5°83 (2-19) 77°80 (2'21) 
5°32 (1°88) 5:71 (1-81) 
5°85 (2°35) ~- Dog (2°18): 
4°86 (2°04) Zeep (2°16) 
4°87 (2'90) 75° (2:09) 
6-49 (2°36) 6:53 (2°28) 
5°74 (2°27) 5°87 (1°87) 
7'24 (2°20) 6-90 (1:96) 
503 (2°51) 7°02 (2°38) 
17°67 (2°56) 665 (1°96) 


On t-test comparison, the higher scoring group is indicated as follows: 
*Significant at 5 per cent but not 1 per cent level, two-tailed test. 


Significant at 1 per cent level, two-tailed test. 
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_ went against the national norm in failing 
to score significantly higher than men on 
-Factor A (see table). 


Discussion 
Space does not permit the.examination 
of the implications of all the results, but 
let us, for example, look into the meaning 
of just one — Factor A. The A+ in- 
_ dividual is outgoing, warmhearted, par- 
ticipating, attentive to people, prefers 
` occupations dealing with people, enjoys 
social recognition and companionship, 
whereas the A— person is reserved, 
detached, critical, rigid and prefers oc- 
cupations dealing with things or. words 
(e-g., logic, machinery) and working 
, alone. The highest ranking A+- occupa- 
tions are social workers and business 
executives and the lowest A— artists, 
electricians and research scientists. 
Contrary to the stereotyped image, 
accountants are comparatively A-F and 
woren in general are A+. However, 
women. articled clerks were compara- 
tively A—, and this leads one to criticize 
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careers. It appears that women entrants 
are given an image of the accountancy 
profession as that of impersonal figure 
work of no social significance. Removal 
of this image should attract a wider 
cross-section of women. Given encourage- 
ment, women may find it easier than men 
to develop A+ roles, e.g., dealing with 
people, working as business executives, 
or handling matters of social importance. 


Conclusions 


In personality, it seems that women 
articled clerks are as good as their male 
colleagues, but without an adequate 
research base, one’s conclusions are more 
like conjectures. There are many questions 
to be answered. For instance, our findings 
on personality patterns of articled clerks 
of the English Institute should be related 
laterally to cohort groups of young men 
and women, back to the sixth formers, 
and onwards to qualified accountants in 
particular. Research of this nature should 
to some extent help fill in the void at 


present on behavioural aspects of ac- 
countancy. It should help with vocational 


guidance and the design of professional `: ~ 


education and training systems. i 

A profession based on ethicality and 
business acumen should utilize all pos- 
sible means to 
rewarded and that no person is denied 


opportunities on other grounds, Së 


socio-economic status, sex, race,- or 
rigid and outdated educational concepts 
of the institution itself?. 


insure that merit is |, 


Equal Opportunities for Men. and .* A 


Women calls for a comprehensive ap- 
proach. The professional bodies should 
start researching from school level up- 


wards on irput-process-output of the: 


professional education and training 


systems. The leadership should definé ` 


the objectives and role of the qualified 


accountant in society in terms which are ` 


meaningful and relevant to the in- 


dividual and to society. Activities along 
these lines have. been long overdue. 
2 (1972). Schein, E. H. Professional Education: 


Some New Directions. Carnegie Commission ¢ on 
Higher Education. e 3 





” INDEPENDENCE AGREED ~ 
` AT GUILDFORD MEETING 


Aspecial general meeting of the Guildford 
Area Branch of SECASS was held at the 
. “International Centre, Guildford, Surrey, 
on October 23rd to consider the reso- 
_ lution: ‘That the Guildford Area Branch 
of the South Eastern Chartered Account- 
ant Students’ Society shall be constituted 
- as a Students’ Society in its own right 
‘as from December 31st, 1973, as agreed 
nem con by the South Eastern Chartered 
‘Accountant Students’ Society at its 
annual general meeting on June 8th, 
‘1973’. ` 
There was an attendance of 25 per 
‘cent-of the membership which, owing to 
exam leave, was felt to be a good response. 
The Chairman, Les Marston, ad- 
.dressed the meeting and informed mem- 
-bers that the Guildford Branch of 
SESCA, the senior society, had pledged 
their .full support to the Students’ 
Society in their quest for autonomy at a 
meeting held in Guildford on October 
v 22nd. It was stressed, however, that there 
would be a heavy administrative burden 
placed on the Society and that a plan for 
continuity should be closely followed to 
ensure that present enthusiasm is not 
lost in the years to come. 


The Chairman assured the committee’ 


of Guildford SESCA that very careful 
attention had been paid to continuity and 
that absences-had been promptly filled, 
and the efficient running of the Branch’s 
affairs had been maintained to the full. 
Several points were raised by members 
on such topics as finance, support of 


/ 


SECASS, how other autonomous bodies 
were faring, mernbership numbers, con- 
tinuity of committee and subscriptions. 
After discussing these matters, David 
Thomson, the vice-treasurer, proposed 
the resolution and Bobby Varma 
seconded, and on a show of hands full 
support for the resolution was given. 


-LIVERPOOL DISCO 


Samantha’s Playground — the name of a 
‘popular’ Liverpool club ~is where the 
Liverpool Chartered Accountant Stu- 
dents’ Association is to hold a. disco ón 
December 4th from 8.30 p.m. until 2 a.m. 
From all accounts it is going to be a well 
supported event. The ‘hot line’ to Lynn 


Johnson, the Society’s assistant secretary, - 


for tickets price gop including buffet, 
is: 051-236 8814. ` 


FINANCE ACT COURSE 
AT BIRMINGHAMI 


Whatever stage members of Birmingham 
CASS may have reached in their articles, 
there.can be no doubt that the one-day 
course the Society is holding on the 1973 
Finance Act on December 11th will be of 
considerable benefit. 

The course will be led by Mr R. C. 
Ind, B.A., EGAL, principal, Chart Midland 
Tutors, and will be held at his tutorial 
establishment, 82 New Street, Birming- 
ham. Subjects to be dealt with will in- 
clude corporation tax — the new rules for 
relief, taxation of trusts including invest- 
ment surcharge and discretionary trusts, 
and estate duty. - 

It is expected that the course will be 


' 


oversubscribed and members should ` 


apply for a place without delay. Applica- ` 


tions should be made to the Society’s , 


offices, Fountain Court, Steelhouse Lane, 
Birmingham B4 6EA. 


| Observer's Column | 
THEORY AND PRACTICE 
Every worthy activity has its theorists — 


even its visionaries — as well ae its , 


practical men, and there should, ideally, 


be a fruitful interaction between the `: P 


practitioners and academics. Their roles 


are different, but equally important, and: : a 


interaction is the seed from which pro- 
gress and development may stem.. 
Of course, the danger is that theorists 


can become totally detached from the ` 
realities which practitioners face daily, 


and their cries risk being dismissed as `° 


irrelevant. The corresponding danger is `- 
that the men of action drift too far from, “+. 
their own professional origins — vide the -~ 
‘man of law’ doing nothing but convey- - |. 
ancing from morn till night; the architect `'+: 


immersed in land speculation.’ 
Accountants, I suppose, 


have an “v 


advantage in that their professional: : ~’ 


origins lie in the age of expansionism — -.* 





that fever of commercial and. industrial "—. 


activity which thrived on the worst 


excesses of the industrial revolution, and,. : 
to some extent, on the global exploitation: ` 


which preceded it. 
Consequently, the prefession may be a 


little predisposed to amnesia — perhaps 


without it mattering too much! 
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"` November 22nd, 1973 ' 


The Institute of Chartered Accountants 
in England and Wales 


y x Eric Coplowe, F.c.a., of 160 New Bond 
_ Street, London W1, liaving been found 


`" — guilty of an act or default discreditable to 


ui 


» Dudley, Worcestershire, 


a member 

_ in that he on 3oth May 1972 pleaded 
guilty to or was found guilty of three 

:.charges of dishonestly receiving 
National Insurance Stamps knowing or. 

_; believing the same to be stolen goods ; 


was EXCLUDED from membership. 


y 


2. Bernard Leslie Hemsley, F.c.a., of 


38/39 Eccleston Square, London SW1, 
shaving been found guilty of acts or 
defaults discreditable to a member and of 
failing to pay his subscription to the 


‘Institute. 


(a)in that he despite having been 
reprimanded by the Disciplinary 
Committee on 2oth February 1973 
for failure without good cause to 
reply to a letter addressed to him in 
his professional capacity on 6th 
October 1972 by a firm of solicitors 
acting for a former client of his, 
without good cause had still failed to 
reply to that letter by 17th July 1973 


(b) and in-that he despite having been 
reprimanded by the Disciplinary 
Committee on 2oth February 1973 
for failure without good cause to 
reply to a letter from the Institute 
concerning a complaint on his 
professional conduct by a firm of 
solicitors without good cause failed 
within a reasonable time to reply to 
a further letter from the Institute on 
the same subject dated 24th May 
1973 

(c) and in that he failed within four 

months of the same becoming due 
to pay a subscription for the year 
1973 payable by him to the Institute 
under Clause 11 of the Supple- 
mental Royal Charter and Bye-law 


n, 


was EXCLUDED from membership. 


3. Harold Bedford Johnson, F.c.a., of 
Bromley House, 12 Dixons Green Road, 
having been 
found guilty of acts or defaults dis- 


>. ereditable to a member 


(a) in that he despite having been 
reprimanded by the Disciplinary 
Committee on 2oth March 1973 for 
failure to fulfil an undertaking to 
the Institute to deal as a matter of 
urgency with the finalization of the 
liquidation of a company without 
good cause nevertheless had failed 
by 8th June 1973 to take any or 
adequate steps in the matter 


(b) and in that he despite having been 
reprimanded by the Disciplinary 
Committee on 2oth March 1973 
for failure to reply, to the usual 
professional reasons letter sent to 
him on atb July 1972 by a firm 
of accountants in respect of the 
affairs of three limited companies 
and a family group of individuals, 
without good cause had still failed to 
reply to that letter by 11th June 1973 


was EXCLUDED from membership. 


4. Roger Charles Rowland, a.c.a., of 
21/23 Broadway, Stratford, London Ers, 
having been found guilty of an act or 
default discreditable to a member 


in that he on 30th May 1972 pleaded 
` guilty to or was found guilty of three 
charges of dishonestly receiving 
National Insurance Stamps knowing 
or believing the same to be stolen goods 


was EXCLUDED from membership 


5. Augustus Norman Tod, Sea, c/o 
Pheonix Assurance Company Limited, 
King William Street, London EC4, 
having been found guilty of acts or 


, `" Disciplinary Committee Hearings on 21st August, 1973 


defaults discreditable to a member 


(a) in that he having on 31st May 1973 
drawn a cheque for £18 — in pay- 
ment of his annual subscription to 
the Institute on his account with a 
bank failed to ensure that there were 
sufficient funds in the said account 
to meet the said cheque on pre-` 
sentation 


(6) and in that he failed within four - 
months of the same becoming due 
to pay a subscription for the year 
1973 payable by him to the 
Institute under Clause 11 of the 
Supplemental Royal Charter. and 
Bye-law 41 

was EXCLUDED from membership. 


6. Mark Pembroke, F.c.a., of 76 Chéap- 
side, London ECz2, having been found 
guilty of acts or defaults SE to 
, a member 


in. that he during the gege of: 
April and May 1973 caused or 
permitted the insertion in two 
periodicals of a series of advertise-. 
ments. on behalf of an employment - 
agency in which he was a partner, 
containing the words “Transfers of 
articles... Pembroke and Pembroke 
are recognized by the profession as 
the official service’, words calculated 
to suggest to the reader that that 
agency in arranging such transfers 
had an official connection with the 
Institute which, as he well knew, 
was not the case. 


was REPRIMANDED. 


Appeal. Committee Hearings 
on 17th September, 1973 


1. Robert Douglas Evans, F.c.a., of 710 
Eastern Avenue, Ilford, Essex, having 
been found guilty of an act or default 
discreditable to a member 


(a) in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
in his professional capacity on 
gist July 1972 by a firm of 
accountants f 


(b) and in that he without good cause 
failed within a reasonable time to 
reply to the usual professional 
reasons letter addressed to him on 
17th January 1973 by a firm of 
accountants in respect of the 
affairs of a company 

(c) and in that he without good cause 
failed within a reasonable time to 
reply to the usual professional 
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. Accountants, 


`~ reasons letter addressed to him on 
18th October 1972 ‘by ‘a firm of 
chartered accountants in respect of 
the affairs of a company 


(4) and in that he without good cause 
failed within’ a reasonable time to 

+ reply to the usual professional 
reasons letter addressed to him 

on 20th November 1972 by another 
firm of chartered accountants in 
respect of the affairs of a company 


(e) and in that he without good cause 
failed within a reasonable time to 





` PROFESSIONAL NOTICES 


A. F. Fercuson & Co, 
of Karachi, Lahore and 
Rawalpindi and Pakistan, announce that 


` they have admitted into partnership 


Mr ABbUL QADIR KAPADIA, A.C.A., 
Mr, Fappen KHAN, A.C.A, and Mr 
_Fuap Azim HASHIMI, A.C.A., as from 


November et, 1973. All of them have 
been with the firm for a number of years. 


Frazer, Darcue & Co, Chartered 
Accountants, formerly practising at Strat- 
ford, London Ee, announce that on 
October 1st, 1973, Mr J. D JEFFREYS 
retired from the partnership to practise 
‘from 57 The Crescent, Loughton, Messrs 
T. W. DARGUE, F.c.a., and R. T. DARGUE, 
B.SC.(ECON.), A.C.A. , continue to practise as 

- FRAZER, DARGUE & Co, and announce 
their removal to 35-37 Chiswell Street, 
"London ECr. 


Kıpsons, Chartered Accountants, an- 
nounce that their manager in Shrews- 


Chartered. 
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reply to'a letter addréssed to him on, 
22nd January 1973 by the Institute 
was EXCLUDED from membership. 


2. LEONARD CHARLES PEARCE, F.C.A., of 
4 Trethellan Hill, Newquay, Cornwall, 
having failed to pay his subscription to 
the ‘Institute within the required period 


in that he failed within four months of. 


the same becoming due to-pay a sub- 
scription for the year 1973 payable. by 
him to the Institute 


was EXCLUDED from membership 


DH 


bury, Mr Aprian Henry RAINFORD 
RICHARDS, A CA, has been admitted as a 
partner in the firm. d 


SILVER, ALTMAN & Co, Chartered 
Accountants, of London, announce that 
Mr Sipney Morris retired from the 
partnership on September 3oth, 1973, 
although his services remain available on 
a consultative basis. 


Txomson McLintock & Co announce 
that Mr ALASDAIR JAMES MACKINTOSH, 
B.A., C.A., who has been the manager of 
their Lisbon office for several years, has 
been admitted as a partner in their 
Portuguese practice. 


APPOINTMENTS x 


Mr John Ellis, a.c.a., has joined 


Lloyd Executive Selection as a con- 
sultant in the accountancy and finance 
division. ` 


Mr John Ellis Mr John Russ j 


Mr John Russ, F.C.M.A., has, been 
appointed financial director of Pasta 
Foods. 


Mr Stanley Golby, a.c.c.a., has been 
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subscription to the Institute within the 
required period 


in that they failed within four months © 
of the same becoming due to pay. a 
subscription for the year 1973 EES 
by them to the Institute , 


were, varying the decision of the Dis- 
ciplinary Committee, -ADMONISHED, but 
the Committee considered that ‘there 
existed special circumstances justifying 
the omission of their names from the ` 
publication of the” Finding and Decision. 
ue * 


no ` nere 


appointed deputy chairman of Centro- ' 


vincial Estates. - Be 

Mr ‘Alan Martin; B.A., A.C.A., is: the 
new chief accountant of the Green Shield 
Trading “Stamp Company. :He was 
previously internal audit manager., of the.. 
company. 


>. Rowett 


Mr G. 


Mr Brian Mead 


Mr Brian Mead, a.c.a., has become 
group finańcial accountant of the Green 
Shield Trading Stamp Company. 

Mr Geoffrey C. Rowett, 
JDIP.M.A., 


F.C.A., 


Group with effect from January 2nd, 1974. 


Mr Leonard Hardy, F.c.c.a., at present 
marketing director of Lever Brothers, 
has been appointed’ chairman of the 
company as from February rst, 1974. 


British Leyland’s newly appointed 
finance director is Mr Alexander Park, 
A.C.M.A., 
information and control at Rank Xerox. 
Before joining Rank Xerox in 1968, Mr 


Park worked for two American com-, 


panies, Monsanto and Cummins. 





FOR C.A. 
EXAM 
PASSES 





AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the " 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Programming, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, ete. 


Free 100-page book (without obligation on application to Careers.Adviser) 


THE RAPID RESULTS COLLEGE . 


DEPT AH3, TUITION HOUSE. LONDON SW19 4DS 


Tel. 01-947 2211 


(24-hour Recording Service — 01- 946 1102 — Prospectus only) 


a 


Accredited by the Council for the Accreditation of Correspondence Colleges 


is to. be appointed group- 
financial director of the Charterhouse” 


group director of planning, 





3. Five ees kane failed to pay their `- — 


700 SC 


- RETIREMENT ` 


‘Mr R. F. Mead, F.c.a., deputy director 
. (finance) of Perkins Engines Group, will 
be retiring on November 30th after nearly 
22 years’ service. Mr Mead joined F. 
Perkins Ltd in 1952, becoming chief 
‘accountant three years later and comp- 
trolier in 1959. He has been deputy 
director (finance) since 1963. 


OBITUARY 


‘Mr Frank Trevor Tyler, F.C.A., died 
at his home in Knowle, Warwickshire, 
at the age of 50 on November 15th. He 
was chairman and chief executive of BKL 
Alloys (a member of the GKN group 
` of companies) and chairman of its sub- 


~, sidiaries, Midland Extrusions and Reliable 


Anodising. 

Mr Tyler, who qualified as an as- 
sociate of the former Society of Incor- 
porated Accountants in 1949, became a 
member of the Institute under the terms 

“of the 1957 integration scheme. He took 
an active interest in the atiairs of the 
aluminium industry and in the-business 
community. 

A past chairman of the Association of 
Light Alloy Refiners, he was a member 
of the Council of the Aluminium Federa- 
tion and a past council member of the 
Organization of European Aluminium 
Smelters. He was also a past President of 

` the Birmingham Junior Chamber of Com- 

merce and of the Shirley Round Table. 

At. the time of his death, Mr Tyler 

was chairman of the Dorridge ` Con- 

servative Association. 


OCCUPATIONAL PENSION 
SCHEMES ` 


Sir Keith Joseph, Secretary of State for 
Social Services, has laid before Parliament 
regulations! which modify Schedule 16 
of the Social -Security Act 1973 con- 
cerning the preservation of pension rights 
` on change of employment. 

The regulations, which come into 
force in April 1975, ensure that a leaving 
member receives value for his own 
contributions. They also deal with the 
application of the preservation require- 
ments where a scheme has an overseas 
element and the transfer of pension rights 


1 The Occup tional Pension Schemes (Preserva- 
tion of Benefit) (No 2) Regulations 1973, 511973 
No 1784, price sp. 
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overseas. In addition, they contain a 


transitory easement for pension schemes 
funded by level annual premiums and 
provisions for a situation where an 
employment gives access to two schemes. 

Further regulations? will be made 
shortly supplementing the conditions 
which pension schemes will have to meet 
in order to be recognized for the purpose 
of exemption from the State reserve 
pension scheme. The new conditions will 
be about transfers of benefit from one 
scheme to another, the derivation of 
schemes’ resources, undertakings by 
trustees or managers, overseas schemes, 
the determination of the date from which 
an earner has been in recognized pension- 
able employment, centralized schemes, 
and dates when recognized pensionable 
employment is to be treated as terminated. 


2 The Occupational Pension Schemes (Recogni- 
tion of Schemes) (No 2) Regulations 1973. 


ICMA PRESIDENT'S LUNCHEON 


The President of The Institute of Cost 
and Management Accountants, Mr Cyril 
A. Herring, B.sc.(ECON.), F.C.M.A., J-DIP. 
M.A., held a luncheon on November 13th 
at 63 Portland ER London Wi. The 
guests were: 

The Rt Hon. Sir William Armstrong, 
G.C.B., M.V.0., Head of the Home Civil 
Service; John Barber, Deputy Chair- 
man and EE Director of British 
Leyland Motor Corporation; Mr David 
Cramb, F.c.M.A., Chairman of UK As- 
sociated Companies Division, Rowntree 
Mackintosh; Mr Graham R. Dowson, 
Deputy Chief Executive, The Rank 
Organization; Mr Denys E. Edmonds, 
F.C.M.A., Vice-President of the Institute; 
Mr F. T. Hunter, Sea, F.C.M.A., J.DIP. 
M.A., a Member of Council; Mr Dermot 
Glynn, Economics Director of the Con- 
federation of British Industry; Sir Michael 
Havers, Q.C., M.P., Member of Parliament 
for Wimbledon; Mr J. A. Lewando, 
C.B.E., Chairman of Carrington Viyella; 
Sir John Toothill, cns, a Director of 
Ferranti, and Mr T. B. Degenhardt, 
M.A., F.C.LS., Secretary of the Institute. 


TAXATION OF 
WIFE'S EARNINGS 


The Board of Inland Revenue have 
issued a revised copy of Leaflet IR 13, 
Taxation of Wifes Earnings, which is 
obtainable free of charge from the offices 
of HM Inspectors of Taxes. 


JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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COMPUTER AUDITING 


The London and District Society of- 


Chartered Accountants is organizing a 
day course on the principles of computer 
auditing at the Great Western Hotel, 
London W2, on December 7th. 

The aim of the seminar will be to 
inform accountants of the principles of 
the subject without going into great 
detail. It will also provide a good intro- 
duction on the Institute’s detailed teach- 
ing course, ‘Auditing of Computer 
Systems’. 

Mr Brian Jenkins, M.A., A.C.A., of 
Coopers & Lybrand, will take the chair 
and will also speak on ‘The training of 
staff’. The other speakers will be Mr 
Dick Shervington, T.D., M.LM.C., of 
Price Waterhouse & Co, on “The impact 
of computers on accounting systems and 
internal control’; Mr Peter ‘Benson, 
M.A., A.C.A., of Coopers & Lybrand, on 
‘Reviewing internal control in computer- 
based systems’; Mr Ian Watson, C.A., of 
Peat, Marwick, Mitchell & Co, on 
Procedural‘ audit tests and balance sheet 
verification’, and Mr John Faris, A.C.A., of 
Deloitte & Co, on “Test packs and com- 
puter programs for audit purposes’. 

The fee is £15-+-£1-50 VAT, to include 
coffee, lunch, tea and gratuities. Applica- 
tions should be sent to the London and 


‘District Society of Chartered Account- 


ants, 56 Goswell Road, London BC: 7AY. 


SHEFFIELD SEMINARS 


Two half-day seminars are being organ- 
ized by the Shefheld and District Society 
of Chartered Accountants. The subject of 
the first, on Tuesday, November 27th, is 
“The Counter Inflation Legislation’ and 
the speaker will be Professor James G. 
Morrell, M.A., Visiting Professor of 
Business Finance at the University of 
Bradford. 

Professor Bryan V. Carsberg, M.sc. 
(ECON.), F.C.A., Professor of Accounting 
at Manchester University, will be the 
speaker at the second seminar, on Wed- 
nesday, December 5th, entitled ‘Exposure 
Draft on Inflation Accounting’. 

Both seminars will be held at the 
Hallam Tower Hotel, Sheffield, begin- 
ning at 2 pm, and the cost of each is 
£440. Application should be made to 
Mr G. L. Stuart-Harris, 22 Norfolk Row, 
Sheffield Si 2PA. 
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‘The onesure way 
tojudge an 
Immediate Annuity 
quotation. 


Compare it with ours. 


As an Adviser you'll know only too commercial and industrial property, 
well the complications surrounding an - an investment sector that has 
Immediate Annuity. maintained consistent growth through 


If only it were cut and dried, instead all adverse conditions. 
of having to be tailor-made ! If only In August 1971 a man of sixty-five 
you knew that it would at least keep could have bought an annuity of 
pace with inflation ! £1,280 p.a. from us for £10,000. The 
The one sure thing is that when amount he would be receiving today is 
you're shopping around you ought to £1,612 p.a. 
see what the Property Growth This growth of over 10%% p.a. 
Immediate Annuity can offer. And a compound in the value of the annuity 
clear, concise, well presented quotation has more than kept pace with inflation ! 


is a standard part of our service. Have a word with Ray Pickering on 
Our Immediate Annuity is linked to fost 01-928 0381. 


PROPERTY GROWTH ASSURANCE 


Chief Administrative Office : 111 Westminster Bridge Road, London SE1 7JF. Telephone: 01-928 0381 
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* EVERYTHING YOU NEED TO KNOW ! 


Every year we produce two self-study tax manuals or courses—referenced SS.) 
and SS.2--which assume no basic knowledge yet are sound ond practical. They 
help all students and practitioners who wish to keep up to date, Over 50% 
of our ‘Members are qualified accountants or solicitors. Our register reads Hke a 
Who's Who. CLEARLY, AN ANNUAL SUBSCRIPTION TO THE COLLEGE 
OF TAXATION IS AN ESSENTIAL PART OF PROFESSIONAL LIFE. Even 
those who do not use tax every day find that on annual subscription is cheap 
insurance against obsolescence. The courses are lectures In an informal, chatty 
style. You will enjoy them? 

CONTENTS. FULLY UP-DATED FOR 1973-74. 


E 
SSi. UNIFIED TAX, CAPITAL GAINS TAX AND CORPORATION 
‘TAX, (Fee £25 plus postage and packing.) 
1, Administration, Personal Allowances and Reliefs, Interest and Charges, 
2. Sch, D. Cases I and Il. Adjustment of Profits, 
3. Basis of Assest. Commencement and Cessation. Change of Accounting Date, 
4,-Capital Allowances. 5, Capital Allowances (Crd). é. Losses. 
7. Partnership, Separate Assest, 8, Sch. B, C, D. Cases Hl, IV and Y, 
9. Sch. D. Case Vi, Sch, A, 10, Sch, E. 
11. C.G.T, Introduction, Exemptions and Reliefs. 
12, C.G.T, Exemptions and Reliefs (Ctd.), 
13. C.G.T, Companies, Husband and Wife, Wasting Assets. Options, 
14. C.G.T, Quoted Securities. Takeovers. Bonus and Rights. 
15. Corpn. Tax. Principles, Income and Charges. 
16. Corpn. Tax. Losses and Group Relief, 
17. Corpn, Tax. A.C.T., including accounts treatment. 
18, Corpn. Tax. Close Companies. Amalgamations and Liquidations. 
19. Double Taxation Retief, Relief for Non-Residents, Trusts. 
20. Discovery: Negligence, Fraud. Back Duty. 
Sei, EXECUTORSHIP AND'ESTATE DUTY. (Fee £12.50 plus p, and p.) 


1, The Will and Personal Representatives. 

2. Estate Duty. 3. Estate Duty (Ctd.), 

4. Estate Duty (Ctd.), 

5. Legacies. Distribution of Estate, 

. Intestacy. Advancement and Hotchpot. 

7. Statutory Apportionment. Writing-up 
Problems. 

8. Equitable Apportionment. 

9. Trusts and Trustees. 10. Trustees. 


a 
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1974 PROGRAMME 


Join The College Of Taxation es 
: PDATE | COUPSES tvou say tHe Best] 





* PRESENTED FOR EASY LEARNING ! 


Your time is valuable. You want courses with flowing outlines, punctuated by essential 
detail, illustrated by numerous examples and with practical value. Your courses are here 
++. the result of painstaking research, tried and tested in lecture halls and so revolutionary 
that even Revenue people enrol with us. Consider these valuable points: A You receive 
entire courses immediately, You are told how to programme your own studies, (N.B. We 
do not get the profit on correspondence courses which is said to come from students who do 
not complete the course. You get the entire course to dip into or master, as you please.) 
K Fully indexed and referenced to the Statutes. You can hardly be more up to date, You 
can look up points ANY WHERE IN THE COURSE immediately. Ak Fully “furnished"' with 
“tables” of statutes, cases and contents. You can go as deeply as you like. You have the 
facts in numerous legat cases, Ideal for potential specialists. yx Plenty of examination 
questions and detailed answers, You overcome the shortage of updated practise material, 
so essential to get speed and confidence up. Ar Printed one side of paper only. What an 
expense! But what a marvellous thing for members, yx Loose-leat. It would be cheaper to 
give the course traditional binding but that would not be as easy for members to use. Some 
members take a lecture-a-day to the office, reading It on the train. 3k Foolscap pages set In 
8 point type enables complete computations to be seen at-a-glance, (N.B. The panel below, 
describing The Annual Certificate in Taxation, is set in 8 point type.) ye No textbooks 
required, The SS.] course runs to nearly 300 pages. It Is equivalent to a 500 page standard 
work on tax but is easier to work and is completely updated. %& No supplements, ye Up- 
dating. The entire courses are updated each year. Ir would be cheaper to do a long run and 
sell over 4 or 5 years with supplements but that would not help our members who would have 
to go through updating every example.’Helping members is our prime concern. ye No test work 
Is submitted. There is no waiting for answers to be corrected, You know within minutes if 
youare correct. Thus, there is nothing to “‘unlearn"’. $e Query service. If you have a problem 
ON THE COURSE MATERIAL ONLY, simply use the No Carbon Required MESSAGE- 
REPLY FORM provided. We reply as soon as possible. A: Guide cards between lectures for 
easy reference yx Copious aldeememoires xx SS, contains an introduction on exam- 
ination technique. 4x Lead notes on every topic, many of which are grected by students as 
"The best summary | have ever seen on such-and-such". A barrister congratulates us on our 
piece on Settlements. On “Discovery”, well... let's be modest .. . you will discover. 
K Copyright STEP-BY-STEP approaches to many computations, You are taken by 
the hand and Jed through the intricacies until they are intricacies no more. 


* BACKED BY CASSETTES! 


Both courses are available on pre-recorded cassettes as an optional extra provided you 
have already purchased the relevant self-study course. Please ask for deratis when ordering 
your course. Cassettes may be purchased or hired. 


MEMBERSHIP ARRANGEMENTS 


Although firm dates cannot be given, SS.| course should be available at end of January, 
1974, and $5.2 should be available in March. Applications for courses are deemed an 
acceptance of College rules and professional etiquette, The courses are produced, com- 
pletely updated, for the following three classes of Membership:- 


ASSOCIATE MEMBERS which are Subscriber Members who take both SS.I and'SS.2 
courses every year. They must formally apply for admission as Associate Members of The 
College and, if accepted, are entitled to use the designatory letters ACT meaning Asso- 
elate of The College of Taxation. From (975 inclusive onwards Associate Membership is 
restricted to those Subscriber Members who have obtained the ANNUAL CERTIFICATE IN 
TAXATION (see below) in at least one of the three preceding years. Thus, a Member who 
wants to retain the designatory letters ACT must sit and pass the examination for the 
ANNUAL CERTIFICATE IN TAXATION at least once every three years. The College 
of Taxation Is the first U.K. organisation to insist on examination ond re-examination for its 
Associate Members. There are transitional advantages for those who become ACTs in years 
up to and Including 1974, Please see 1974 ACT Application Form. 
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TODAY ! 


CREDIT TERMS: 
(U.K. ONLY) 





Che Annual Certificate in Taxation 


This important examination starts in September, 1974, and is open to anybody interested in taxation. A candidate does not have to be 
registered with any tutorial establishment or professional body. The only requirement is that an entry form be submitted in good time. 
There are NO EXEMPTIONS. Full particulars are in Notice PR/2 of Dec. 1972 which is obtainable free from The College of Taxation. 


THE COLLEGE OF TAXATION 


21 OAKBURY ROAD, 
LONDON, SW6 2NN 


Tel. 01-736 8389 
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SUBSCRIBER MEMBERS are those who subscribe for any of The College eourses regularly 
each year under a Subseriber Member's Standing Order. Subscriber Members do not have 
to, sit examinations and cannot use the designatory letters ACT. The College is increasingly 
producing courses against firm advance orders only. Subscriber Members are in the happy 
position of knowing that their courses will be produced and will be despatched to them early. 
STUDENT MEMBERS.are those who want courses to help them through a particular 
examination. Candidates for examinations of the following professional bodies should 
find the courses extremely helpful: = 


© The Institute of Taxation @ The Institute of Chartered Accountants in Engfand 
and Wales @ The Institute of Chartered Accountants of Scotland @ The Association 
of Certified Accountants@ The Institute of Cost and Management Accountants @ The ` 
Institute of Chartered Secretaries; and Administrators @ The Law Society @ The 
Council of Legal Education (i.e. The Bar) @ The Institute af Bankers @ The Associ- 
ation of International Accountants @ The Institute of Municipal Treasurers and 
Accountants and @ the completely Open Examination sponsored by The College of 
Taxation for— 
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Playing with Numbers 


OST men like to hear well of themselves, and it is 

reassuring to be told by a speaker of Lord Goodman’s 
eminence — as recorded on another page of this issue — that 
accountancy has overtaken the law as Britain’s leading 
profession. This is a far cry indeed from the days when 
insolvency work was the mainstay of most professional 
practices, when accountants were reputed to haunt the 
Bankruptcy Courts like cats in a fish-market, and when the 
credit of any man seen in the company of an accountant 
was automatically suspect. 

When, on October 15th, 1970, we reached our 5,o00th 
issue, we remarked upon the tendency to deal in units of 
ever-increasing size. In a differential-conscious community, 
where various groups of workers are openly seeking to 
circumvent Phase III to their personal profit, it needs to be 
remembered that a protession does not lend itself to 
evaluation in purely quantitative terms. 

Neglect of this principle has led to some extremely silly 
things being said and written recently — as, for instance, 
that ‘Britain’s largest firm of accountants’ is to expand its 
influence yet further afield. It matters not that the firm in 
question has a long and honoured history, or that its name 
is held by the cognoscenti in awe and affection ; the headline- 
hunters must think in terms of size alone, even though 
they do not condescend to explain on what basis it is 
calculated. ` 

One of the oldest heresies, since management attained 
recognition as a science, has been to divide one figure into 
another and offer the result as a critical ratio for the assess- 
ment of performance. Likewise, for those who have the 
leisure to play with unrelated figures, it would be possible 
to manufacture several alternative contenders for the title 
of ‘Britain’s largest firm of accountants’ by basing the 
calculation on the number of partners and staff, the number 
of branch offices in the UK, the estimated annual fee 
income or the balance sheet totals of the firm’s principal 
audit clients. 

These figure-stringers are heirs to the tradition of such 
fictional creations as Joseph Finsbury, who dwelt with such 
loving care on the budget of a single man with an income 
of £200 a year (comparative affluence in the days of Robert 


Louis Stevenson) in ten alternative locations; or Robin 
Chalmers Fordyce, scratching an income in the back 
streets of Edwardian journalism by estimating such things 
as the height of a column of picture-postcards sold in 
London in the course of a year. Nobody, as Robin observed, 
could check figures of that kind, so the work was easy and 
correspondingly ill-paid. 

As we have said before, size alone — even when the basis 
of computation is not mathematically suspect from the 
outset — is not the only criterion, least of all in the field of 
professional services. This theme was developed by the 
President of the English Institute, Mr E. Kenneth Wright, 
M.A., F.C.A., at last week’s dinner of the North West 
Society of Chartered Accountants, reported on another 
page, when he declared a personal faith in the future of 
the smaller professional firms. 

Given that the firm is well-founded and efficient — and 





ON OTHER PAGES 





702 Accountants Oppose Legislation by Reference 
708 Where Lies the Law on VAT? Hugh Mainprice, LL.B. 
710 Importance of Professional Standards, 

Lord Goodman, C.H., M.A., LL.M. 
711 Common Market Commentary, Richard Bailey 
713 Letter from America: Pulling ITT Apart, 

New York Correspondent 
714 Occupational Pension Schemes, /nsurance Correspondent 
717 Canadian Tax Reform, Peter Walton, C.A. (Canada) 
721 Stockbroking Company’s Problems 
728 £1,000 Miilion Lancashire Development Scheme 
729 Accounting ‘Still a Powerful British Sphere 

of Influence’ 
731 Europe’s Need for Accountants 


Supplement: English Institute's Intermediate Exam Results 


Current Affairs 702 Books 726 
This is My Life 707 Letters 727 
VAT Tribunal Decisions 709 In Parliament 730 
Computer Commentary 719 Student Roundabout 732 
Finance and Commerce 721 Notes and Notices 734 


702 


all the recognized bodies of accountants offer an impressive 
range of facilities to help in this objective — the general 
practitioner can be sure of his place in the local business 
community for many years to come. As the President made 
clear, the day when every client will function on the multi- 
national scale is outside the foreseeable future. The 
fundamental division within the profession is not between 
the large and the small, ‘but between the efficient and the 
inefficient, between the thruster and the sleeper’. 
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The true dimensions of accountancy, as of any profession, 
are to be seen in the extent to which its practitioners are 
able to meet the needs of their clients, whether these be 
national or local, sophisticated or simple. Mr Wright has 
long established himself as a man who believes in 
professional development and participation on the fullest 
scale. His words have more to offer as a reliable guide 
to the profession than any accumulation of meaningless 





Accountants Oppose | 
Legislation by Reference 


EPRESENTATIONS on behalf 
of the accountancy profession to 
the Renton Committee on the form of 
public Bills call for an end to the 
present system of ‘legislation by refer- 
ence’ in favour of perpetual consolida- 
tion of statute law. There should, the 
accountants argue, be ‘one subject for 
each Act, and one Act for each subject’. 
Enactment and promulgation of 
statute law should desirably be 
governed by the needs of the user. 
These include that all legislation — in- 
cluding any relevant statutory instru- 
ments — should be available in its latest 
form in one place; that it be expressed 
comprehensively in that place; and 
that the particular subject-matter can 
readily be traced. 

This broad statement of the overall 
aim is supplemented by a number of 
detailed recommendations of which the 
main submissions are as follows: 

Especially in the case of Finance 
Bills, it is stated there is a need for a 
detailed explanatory memorandum 
which would assist MPs in considering 
the Bill and facilitate informed com- 
ment by interested parties. 

The White or Green Papers which 
have preceded recent major changes in 
Revenue law are welcome, but ditficul- 
ties in the operation of the principles 
they set out do not become apparent 
until the Bill itself is published. To 
enable interested parties to comment 
effectively on the detailed proposals, 
Bills should when possible be published 
in draft form, so that there is an interval 
for comments to be assessed before the 
Bill, revised if appropriate, is sub- 
mitted to Parliament. 

Exceptions to the above procedure 


would have to be made for matters of 
Budget secrecy, but it is thought that 
the greater part of Finance Bills should 
not be affected by this consideration. 

The allied accountancy bodies see 
room for the greater use of standard 
definitions of words and phrases, to 
avoid troublesome inconsistencies 
which distract the reader’s attention 
from the substance of a statute. 

It should be possible to devise a 
system to correct minor drafting de- 
fects in complicated legislation without 
the need for the expenditure of Par- 
liamentary time. 


Complete adoption of the textual 
amendment system, it is recognized, 
‘cannot be achieved overnight’. The 
accountants favour supplementing the 
present staff of Parliamentary drafts- 
men in order that the proposed change- 
over is not impeded. 


The Committee on the Preparation 
of Legislation under the chairmanship 
of Sir David Renton, K.B.E., Q.C., M.P., 
has been appointed by the Govern- 
ment to review the form in which 
public Bills are drafted, excluding con- 
sideration of matters relating to policy 
formulation and the legislative pro- 
gramme; to consider any consequential 
implications for Parliamentary pro- 
cedure; and to make recommendations 
with a view to achieving greater sim- 
plicity, and clarity in statute law. 


NIRC Defended at 
Accountants’ Dinner 


NYTHING done by a trade union 
is sacrosanct, and any encroach- 
ment upon its traditional privileges is 
an act of political bias. Such, at least, 
is the view of a group of union- 
sponsored MPs, headed by Mr Stanley 
Orme (Salford West, Lab.), who are 
seeking to have Sir John Donaldson, 
President of the National Industrial 
Relations Court, arraigned before Par- 
liament. 

Speaking earlier this week at the 
Glasgow dinner of members of The 
Institute of Chartered Accountants of 
Scotland, Sir John took the oppor- 
tunity of ‘setting the record straight’ 
in relation to the Con-Mech dispute. 
Neither the Court nor the four emi- 
nent accountants (members of the firm 
of Price Waterhouse & Co) who acted 
as sequestrators, he said, had any 


indication that the sum of £100,000 
exacted from the AUEW was ear- 
marked by the union as part of its 
political fund, nor was there any 
reason for the Court to have inquired 
into this aspéct. 

Of this £100,000, {75,000 had been 
appropriated in settlement of a fine 
imposed for contempt of Court, and 
the balance would be held pending 
settlement of the dispute or considera- 
tion of further allegations of contempt. 
The union, said Sir John, was in 
deliberate and open defiance of the 
Court’s order; its executive had been 
kept fully informed throughout, and 
none of what he was now saying could 
have come as any surprise to them. 

Depletion of the AUEW’s political 
fund has aroused strong emotions 
among the trade union group of 
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Labour MPs, who have variously 
accused Sir John of ‘gross negligence 
and incompetence’ or of ‘an act of 
political prejudice and partiality’. Sir 
John’s rejoinder on this occasion was 
his first public reference to the dispute 
since the campaign against him was 
mounted. 


Computer Society's 
Increasing Influence 


EMBERS of the British Com- 

puter Society could look forward 
to their qualification being accepted 
as of comparable status to those of 
chartered accountants, Mr Ray 
Barrington, F.C.A., F.B.C.S., the Society’s 
President, claimed last week. Address- 
ing members of the BCS Sussex 
branch at Hove, he said that as a 
qualified accountant he saw ‘endless 
advantages’ to be gained from close 
liaison between the Society and the 
accountancy profession, in particular 
The Institute of Chartered Account- 
ants in England and Wales. 

Among possible fields of joint 
interest, Mr Barrington anticipated 
the provision of joint [CA/BCS courses 
in such subjects as the prevention of 
fraud in data processing installations. 

With the closing of non-examination 
entry to the BCS (The Accountant, 
June 7th), future candidates for 
membership would be required to 
present a thesis or to sit for the Soc- 
iety’s own examination. The President 
anticipated as many as 10,000 students 
within the next five years, and said 
that arrangements for their tuition 
were already under discussion with a 
number of Institutions, including 
correspondence colleges and the Open 
University. 


Women Score Again 
in ICA Exams 


HE pass rate of 47°15 per cent in 

the Intermediate Examination of 
the Institute of Chartered Accountants 
in England and Wales shows an en- 
couraging increase over the corres- 
ponding results last March, when the 
percentage was 44-44. Of the 3,158 
candidates who sat the examination in 
September, 1,489 passed, including 
197 candidates who had previously 
been referred. 

Remarks by the President of the 
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The President of The Association of Certified Accountants, Mr T. O. W. Newman, F.C.C.A., 
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F.C.I.S., (second from right) with some of the principal guests at last Monday's annual dinner 
and dance of the Association held. at Grosvenor House, London. From left: Mr R. A. Spencer, 
F.C.C.A., a member of the Associations Council; Mr C. A. Herring, B.Sc.(Econ.), F.C.M.A., 
J.Dip.M.A., President of The Institute of Cost and Management Accountants; Mr K. J. Sharp, 
T.D., M.A. F.C.A., Deputy President of The Institute of Chartered Accountants in England and 
Wales: Mr A. W. Nelson, F.C.C.A., F.T.LI., immediate Past-President of the Association; Mrs 
Herring; and (far right) Sir William Ryland, C.B., Chairman of the Post Office. 


Institute, Mr E. Kenneth Wright, 
M.A., F.C.A., at last week’s dinner of 
the Women Chartered Accountants 
Dining Society, concerning the natural 
aptitudes of women for the profession, 
have been borne out by the success of 
Mrs Mary Clare Clegg who gained 
first place and the ‘Stephens’ Prize; 
and Miss Julia Mary Kennedy of 
London, who was fourth in order of 
merit. Mrs Clegg, from Wilmslow, was 
articled to Mr C. J. Brindle, a.c.a., of 
Boardman Woolrich & Partners. 

Messrs Anthony Paul Guter and 
John Michael D’Aguiar, both of 
London, were placed joint second and 
shared the Flight Lieutenant Dudley 
Hewitt, D.F.c., Prize. Mr Guter was 
also awarded the Deloitte-Plender 
Prize for the paper on auditing. 

A full list of names of the successful 
candidates is published as a supple- 
ment to this issue. 


Professions Under 
Phase Three 


Dee aar changes have been 
made in the sections of the Prices 
and Pay Code applicable to Stage III, 
affecting professional or other ser- 
vices. These are to be found in para- 


graph 104 of the Schedule to the 
Counter Inflation (Price and Pay 


Code) (No. 2) Order 1973 (SI 1973 


No. 1785), as follows: 


‘Where scales or rates of charges of 
general application, whether calculated 
per item, at an hourly rate or ad 
valorem, are in use in a profession 
under instructions or advice issued by 
a professional organization, those scales 
or rates must be treated as maxima 
and may not be increased without the 
agreement of the Commission. 

“Where rates above scale have 
normally been agreed and have become 
normal charges, such rates need not 
be reduced but the margin by which 
such rates exceed the scale may not be 
increased. The Commission will apply 
the provisions relating to allowable 
cost increases to increases in scales or 
rates. 

“Those provisions will also apply to 
increases in fees or charges calculated 
on a time basis, except that the pro- 
ductivity deduction in paragraph 32 
need not be applied where the fee or 
charge reflects only the labour cost of 
any employees’ time.’ 


This, it is understood, follows 
representations made to the Govern- 
ment on behalf of the allied account- 
ancy bodies and other professional 
organizations. 
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Clay Cross 
Compromises 


OMMENT in last week’s issue 

of The Accountant on the resigna- 
tion of four senior professional officers 
of Clay Cross Urban District Council 
has been overtaken by subsequent 
events. All four have now been re- 
instated, and an undertaking given 
by the council that officers will not be 
required in future to participate in 
actions which might be construed as 
unlawful. 

This undertaking was given after a 
three-day stoppage of work by council 
staff, in support of their senior col- 
leagues, had brought most official 
business to a standstill. Comment 
from NALGO, which claims 100 per 
cent representation of white-collar 
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staff at Clay Cross, has emphasized 
that local government staff, whether 
or not professionally qualified, are 
expected to observe the normal re- 
lationships of employer and employee, 
and to obey all reasonable instructions 
of the council — up to the point at 
which questions of prospective ille- 
gality may arise. 

Such a point appears to have been 
reached earlier this month, on two 
fronts. A NALGO spokesman pointed 
out that, in addition to the continuing 
non-implementation of the Housing 
Finance Act — which had brought the 
town clerk, the housing manager and 
the surveyor into conflict with the 
council over the supply of information 
to the Government’s housing commis- 
sioner — certain additional payments to 
manual employees had been dis- 


Companies House Must Move 


URSUIT of default in filing 

company accounts is at present 
some two years behind; and delays in 
new company registrations, which 
had been brought down to a few days, 
are increasing again. These are only 
two of the examples of the backlog 
of work given by the Department of 
Trade and Industry as one of the 
factors influencing the impending 
move of Companies House from 
London to Cardiff. 

Work loads on Companies House 
have been increasing at an annual rate 
of some 25 per cent. The staff of the 
department has increased from 600 
in July 1970 to nearly goo today, and 
is currently absorbing nearly a quarter 
of all the DTI’s clerical recruitment 
in London. Some of the 2,000 tons of 
company files are already stored out- 
side the main building, resulting in 
serious delay when they are wanted 
for searching. 

Following the experience of other 
large employers of labour in the 
London area, the DTI has concluded 
that ‘In the longer term, it would be 
quite impossible to maintain in Lon- 
don the ever-growing clerical army 
needed to keep pace with the expan- 
sion of work.’ At the existing premises, 
moreover, Companies House ‘will be 
unable to accommodate any additional 


files, staff or members of the public 
within two years’. Against this back- 
ground, the Government has seen no 
alternative to moving the routine 
work of Companies House out of 
London. 

A microfiche system, it has been 
confirmed, will remain available for 
reference in London. There will be 
three sets for each registered com- 
pany, the first containing its incorpor- 
ating and constitutional documents 
(including updated copies of the 
memorandum and articles of associa- 
tion, situation of the registered office, 
and all changes in the register of 
directors for the past seven years); the 
second its annual returns and accounts 
for from three to seven years, depend- 
ing on their length; and the third the 
complete register of mortgages and 
charges. 

Answering a recent Parliamentary 
question from Mr Bruce Millan, c.a., 
(Glasgow, Craigton, Lab.), Sir Geoffrey 
Howe agreed that much of the present 
burden on the facilities of Companies 
House could be attributed to non- 
compliance by companies with the 
existing provisions of the law. This, 
said the Minister, was a matter to 
which the Government was giving 
close attention in the context of the 
Companies Bill. 





November 29th, 1973 


allowed by the Pay Board. The chief 
financial officer, Mr Casterton, there- 
fore decided that he could no longer 
make these payments. 

Notwithstanding the council’s un- 
dertaking — which in itself shows a 
welcome, if belated, regard for the 
proprieties of public administration — 
the professional integrity of these four 
officers has undoubtedly been sub- 
jected to considerable political 
pressure. 


Questions in Parliament 


(ce Government was urged last 
week by one of the accountants’ 
group of MPs, Dr J. W. Gilbert 
(Dudley, Lab.), to give statutory force 
to the City Take-over Code. In the 
course of a question to Sir Geoffrey 
Howe, oc, Minister for Trade and 
Consumer Affairs, Dr Gilbert alleged 
that the White Paper proposals on 
insider trading and warehousing were 
‘simply not good enough’. 

Replying, the Minister said that the 
Government would be seeking powers 
to deal with ‘certain specific abuses 
which may occur in take-over situa- 
tions’. However, he continued, there 
were also matters which were more 
susceptible of remedy by a self- 
policing agency such as the Panel. It 
was a matter for consideration where 
the line should be drawn. 

Miss Joan Quennell (Petersfield, 
Con.) suggested that all private com- 
panies or other businesses seeking cash 
from the public should disclose on 
their notepaper the full names of all 
directors or partners, together with 
those of the company secretary and 
managing director or manager. Sir 
Geoffrey Howe acknowledged the im- 
portance of this point — which is al- 
ready under consideration in the con- 
text of the Companies Bill — but added: 
‘One might be going too far in im- 
posing impracticable and positively 
inconvenient burdens on the ordinary 
conduct of business’. 


Court Proceedings 
Against Liquidators 


URTHER recent evidence en- 
dorses the hardening attitude of the 
Department of Trade and Industry 
and of the Courts towards cases of 
default by liquidators. A committal 
order against Mr John Russell 
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Waddington, F.c.a., of Burnley, was 
withdrawn in the High Court last 
week after Mr Waddington had apolo-’ 
gized to the Court and agreed to pay 
the costs. 

The order had been made seven 
days earlier on the application of the 
DTT, who alleged that Mr Waddington 
had failed to comply with an order to 
file his accounts for 1971 and 1972 
as liquidator of Burnley Machine 
Tool Co Ltd. In the course of his 
apology, Mr Waddington, who quali- 
fied in 1959, pleaded overwork and ill 
health; he was on the point of being 
admitted to hospital, he said, for a 
check-up. 

Accepting his apology, Brightman, 
J., (who was told that Mr Waddington 
had also been in default in another 
liquidation) warned him that any 
future default would result in a fine 
or imprisonment. 

In another case before Brightman, 
J., Mr Frank Kerrison, an unqualified 
accountant practising at Albert Road, 
Birmingham, was fined a total of 
£150 — with 21 days’ imprisonment on 
each of two counts in default — for 
failing to comply with orders to file 
accounts of two companies for which 
he acted as liquidator. Mr Kerrison, 
who did not appear and was not 
represented, was also ordered to pay 
the costs. 


Act Now on Pension 
Scheme Recognition 


MPLOYERS should ‘waste no 

time’ in making plans to submit 
their occupational pension schemes for 
recognition under the Social Security 
Act 1973. Speaking in London last 
week, Sir Philip Allen, chairman of 
the Occupational Pensions Board, 
said that there might well be over 
100,009 applications for certificates 
of recognition, in respect of both 
schemes already in existence and those 
which it is intended to set up. 

The Board — which, Sir Philip 
added, is open for business now — will 
examine every scheme submitted to 
ensure its suitability for recognition 
as an occupational pension scheme. 
Employers who fail to establish a 
recognized scheme, and their em- 
ployees, will be liable for contributions 
to the State Reserve Scheme. 

The first decision for the employer 
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is whether to seek recognition and, if 
so, which minimum benefit tests to 
adopt. He has then to notify his em- 
ployees, to explain what changes are 
being made to an existing scheme or 
what provisions are to be made in a 
new scheme, and allow a minimum of 
two months for representations. An 
application must then be made to the 
Occupational Pensions Board, sup- 
ported by all necessary documents, 
including evidence that the scheme has 
adequate financial resources. Finally, 
the Board must examine the applica- 
tion and decide whether a certificate 
can be granted. 

Three explanatory memoranda have 
been issued by the Board: No. 1, 
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Recognition of Occupational Pension 
Schemes: Minimum Benefit Rule; No. 2 
(to be distributed automatically to all 
employers at present contracted out 
of the graduated pension scheme), 
Procedure for Seeking Recognition; 
and No. 3, Actuarial Certificates Re- 
quired by the OPB. Employers wishing 
to be included on the mailing list for 
these and subsequent publications 
should apply to the Enquiry Room, 
OPB, Apex Tower, High Street, 
New Malden, Surrey (01-942 8949). 

An article by our Insurance Corres- 
pondent on the pre-requisites for 
approval of an occupational pension 
scheme appeared in The Accountant 
for November 15th. 


Credit Managers’ Conference 


"NIEVER take a balance sheet in 
isolation’, Mr C. A. Whittington- 
Smith, LL.M., F.c.A., warned members 
of The Institute of Credit Manage- 
ment at a recent conference in Shef- 
field. Past history might be interesting 
information, but could be inadequate 
for immediate decisions; the balance 
sheet showed a static position, whereas 
figures to ascertain a company’s finan- 
cial situation must be up-to-date. 
Speaking on “The interpretation of 
balance sheets and ratios’, he gave a 
very pertinent warning that ‘assets’ 
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such as research and development 
were, in fact, items of unexpired ex~ 
penditure. The present law required 
balance sheets to exhibit a true and fair 
view of affairs, but for credit manage- 
ment purposes they required inter- 
pretation. 

The ratio of current assets to current 
liabilities was significant, as were trad- 
ing trends. In navigating currents, one 
had to beware of the tides. 

The conference also included a mock 
meeting of creditors under section 293 
of the Companies Act 1948, with Mr 
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addressing the conference. The chairman 


is Mr V. B. Roberts, F.1.C.M., credit manager, Ilford Ltd. 
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R. C. Turton, F.c.a., as chairman. The 
case of National Westminster Bank Ltd 
v. Halesowen Pressworks and Assemblies 
Ltd (The Accountant, February 17th, 
1972), had important implications for 
a bank’s right of set-off, and could 
prevent a liquidator from utilizing a 
credit balance for the purpose of pay- 
ing unsecured creditors. Parties who 
engaged in ‘mutual dealings’ within 
section 31 of the Bankruptcy Act 
1914 (applicable also to limited com- 
panies by section 317 of the Companies 
Act 1948), could not contract out of the 
statutory provisions. 

Accountants attending a creditors’ 
meeting, and most certainly those 
advising directors to hold such a meet- 
ing, were reminded that the statement 
of affairs was the directors’ respon- 
sibility, and should be signed by them. 


THE 
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Netherlands Institute 
Approves New Rules 


NEW rules of ethical and profes- 
sional conduct approved earlier 
this month by a general meeting of 
members of the Nederlands Instituut 
van Registeraccountants replace a 
code of conduct originally adopted in 
1946. Among the most significant 
innovations which have been in- 
troduced are conditional approval for 
members to practise in corporate form, 
and for joint partnerships with mem- 
bers of other professions, 

Until experience has been gained 
of the working of the new rules, 
approval of the Council will be 
required in each specific case. The 
Council will also require to be satisfied, 
in the case of joint partnerships, that 


Jersey to Strengthen 
Insolvency Laws 


UBSTANTIAL penalties and dis- 

abilities against directors of in- 
solvent companies are included in the 
draft of a new insolvency law, recently 
published for comment and public 
debate by the States of Jersey — the 
island’s legislature. ‘This unusual 
course is seen by the island’s com- 
mercial relations officer as a move 
to improve the quality of business in 
the island, and as ‘a positive sign that 
the island is determined to curb the 
activities of those whose conduct is 
harmful to the community’. 

The draft legislation follows a 
report on insolvency, as the first 
stage of a general review of com- 
mercial law and practice. Directors 
of insolvent companies face the pros- 
pect of personal liability to creditors 
and employees, and ranking as de- 
ferred creditors in respect of claims by 
themselves, their relatives or associates. 
Provision is made for a public register 
of insolvencies, and for the dis- 
qualification of insolvents from par- 
ticipating in the membership or man- 
agement of companies. 

An insolvency commissioner, whose 
duties would include investigation and 
supervision of all insolvent individuals 
and companies on the island, is to be 
appointed to the staff of the com- 
mercial relations officer. The draft 
legislation proposes three stages of 


insolvency proceedings: first, a super- 
vision order, under which the in- 
solvency commissioner would take 
control of the business with a view, if 
practicable, of bringing sufficient order 
into its affairs to enable it to be 
continued on a proper basis or sold as 
a going concern. An insolvency order 
would follow if it becomes clear that 
the only reasonable course is realiza- 
tion of assets and distribution to 
creditors. The third stage, a public 
bankruptcy order, is envisaged ‘where 
serious breaches of commercial con- 
duct are evident’. 

Penal sanctions are proposed in 
respect of transactions which are a 
fraud on creditors, or result in one 
creditor being preferred to another — 
in which respects the present law of 
Jersey has been open to considerable 
criticism. Provision is also to be made 
for the attachment of real estate as well 
as personal property — another weak- 
ness of the present law — and of 
interests arising under trusts, ir- 
respective of any purported termina- 
tion of the beneficiary’s interest in the 
event of his insolvency. 

Copies of the report and draft 
insolvency law are available from the 
Commercial Relations Office, 11 Royal 
Square, St Helier, Jersey CI, price 
£150 post free. 
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effective responsibility for the conduct 
of the partnership can be effectively 
borne by NIvRA members. 

Mandatory forms of wording have 
been introduced for audit reports 
in cases other than an unqualified 
approval of the accounts as meeting 
all applicable requirements. The rule 
envisages three such categories, de- 
fined as qualified approval; disap- 
proval; and withholding of an opinion, 
when the accountant expresses no 
opinion on the fairness of a statement. 

Withholding of an opinion implies 
that uncertainties continue to exist 
of such character and scope as to 
prevent the accountant either ap- 
proving or disapproving of the ac- 
count, taken as a whole. This course 
is not available if the accountant has 
restricted his examination, either on 
his own accord or on instructions from 
his client, or if his examination has 
shown that the account does not meet 
all requirements. 

A recent change in the Netherlands 
Registeraccountants’ Act states that — 
after a transitory period — the right 
to express a written opinion on the 
fairness of financial statements will be 
reserved exclusively to registerac- 
countants and to those foreign ac- 
countants who are admitted to practise 
in the Netherlands by the Minister of 
Economic Affairs. 


South Africa Opposes 
Reserve Accounting 


HARTERED accountants in the 
Republic of South Africa are in- 
vited to outlaw reserve accounting, in 
the latest exposure draft to be issued 
by the Accounting Practices Com- 
mittee of the country’s National Coun- 
cil of Chartered Accountants. ‘Extra- 
ordinary items’ are defined, for the 
purposes of this draft, as material 
items which arise from events or trans- 
actions outside the ordinary activities 
of the business, and which are not ex- 
pected to recur frequently or regularly. 
Under the proposed new standard, 
which closely follows the British ED7 
(The Accountant, July 6th, 1972) in 
its text, all extraordinary items should 
be accounted for through the income 
statement and not through reserves. 
Such items, it is said, ‘should be shown 
separately in the income statement 
after the results derived from ordinary 
activities, and their nature and amount 
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should be disclosed’. Items of abnor- 
mal amount and incidence which arise 
from ordinary activities — for example, 
abnormal charges for bad debts, and 
most adjustments of prior-year taxa- 
tion provisions — are not extraordinary 
items but, if material, should be 
separately disclosed. 

Interested parties are invited to 
submit comment to the Technical 
Director, National Council of Char- 
tered Accountants (SA), PO Box 964, 
Johannesburg, by January 31st, 1974. 


THE 
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The date from which the proposed 
new standard may take effect has not 
been specified. 


Inflation Inquiry 
Chairman 


T was announced on Tuesday even- 
ing that Mr Francis Sandilands, 
C.B.E., Chairman of Commercial Union 
and a former Chairman of the Council 
of the British Insurance Association, 
has been appointed chairman of the 
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committee which the Government is 
setting up to consider the various 
methods of adjusting company ac- 
counts, and whether they should allow 
for changes in costs and prices. (The 
Accountant, September 27th.) Mem- 
bership of the committee, it was stated, 
would include a practising and an 
academic accountant; an economist; a 
tax lawyer; and industrialists experi- 
enced in both general and financial 
management. Names were to be an- 
nounced later. 





THIS IS MY LIFE 


Future Imperfect 


by An Industrious Accountant 


EVS November we hold confidential soul-searching 
talks with our subordinates, before deciding on their 
salary increases, if any. Our aims are admirable. They 
include objective orientation, personal security, and the 
usual heart-to-heart communications. 

The office manager has always been a problem. He’s 
one of the old brigade, with all its now-outmoded virtues — 
punctuality, loyalty, integrity and devotion. Brisk of walk, 
bright of eye, his glance paralyses latecomers sneaking in 
via the back door, and makes those surreptitiously reading 
the soccer results pretend they’re studying EEC directives. 
He drills new recruits like a cross between Santa Claus and 
a sergeant-major, and initiates prompt action in hardship 
cases. 

Unfortunately, being totally unqualified, he doesn’t 
appear on our rotation or promotion lists; he’s also on 
maximum pay for the job, so that his rises are sadly 
limited. Our computer project he views with cautious 
distrust, and he treats our profit forecasts with a scepticism 
too often justified. In short, he’s reached his plateau. 

This year he faced the facts. No more demands for 
training courses in tax or in management potential de- 
velopment; no more memos disparaging the open-plan 
office project; no more near-apoplexy when the typists 
smoked. Instead. to start with, he reminisced. 

In his earlier days, he sat on high stools at sloping desks, 
totting columns in heavy leather-cornered ledgers; today 
teenagers operated with effortless skill machines which 
totted, posted, analysed, and printed out. Then, only 
ladies of vast experience and trustworthiness toiled two- 
handed at comptometers; today every junior had his own 
tiny flashing-light calculator at his elbow. 

He came near to the point. Then, office managers wore 
their white hairs with pomposity; today his deputy was 
half his age; his sands were running out. Those high-stool 
jobs had carried no pension rights; the firm he worked for 


during the war had long since vanished, and his maximum 
service with us would rank for far less than full pension. 
Even under the new reserve scheme he’d still be badly 
off, because for years he’d kept, and was still keeping, his 
hypochondriac old sister in the style to which she was 
determined to remain accustomed. ... 

He grasped the nettle. Could we improve his pension in 
due course as a special concession? True, our scheme was 
post-war and tightly funded, but we’d already accepted 
liability for part past-service for senior staff, which was in a 
way a precedent. 

Maybe he had a point; but, unfortunately, I know how 
the directors will react to it. 
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Where Lies the Law on VAT? 


The Little Blue School Books 


by HUGH MAINPRICE, LL.B. 


HEN I was at school, which is so long ago that I 
don’t like to think about it, I learned English from a 
master who used to say: ‘Don’t accept other people’s 
opinions; go to the text, and form your own view.’ This 
advice, I suggest, applies equally to the law, and it has 
always been my policy to look first at a piece of legislation, 
and secondly at what has been written about that piece of 
legislation for guidance as to its meaning. This is parti- 
cularly important when dealing with taxing statutes, 
because such statutes, by the very nature of what they are 
aiming to achieve, must be drafted in precise language. 
Unfortunately, there is already growing up a system of 
VAT law which is based not upon the Finance Act 1972 as 
amended and the regulations made thereunder, but upon 
Customs and Excise Notices, which I shall refer to here- 
after as the ‘blue books’. I make no apology for returning 
to the subject of Customs and Excise interpretation of VAT, 
since J have found from experience that both practising 
accountants and the business community are still prone to 
accept such interpretation as having statutory legal effect. 
It is true that, tucked away at the front of every blue 
book, there is the caveat: ‘The law concerning VAT is in 
the Finance Act 1972 and orders and regulations made 
under the Act. Nothing in this Notice overrides the legal 
requirements.’ This, however, has little effect on the 
ordinary reader, because pronouncements are made in the 
blue books which are neither supported by reference to 
the Act or orders, nor, in many cases, are supportable by 
such reference. 


No authority 


For instance, as recently as June of this year, the Customs 
and Excise in their Notice No. 708, referring to the term 
‘civil engineering work’ in Item 2, Group 8, Schedule 4 to 
the Finance Act 1972, stated: ‘Neither does the term civil 
engineering work in this context include landscaping 
(except when it is site restoration) or the provision of 
amenities, such as swimming pools, tennis courts, etc., in 
private gardens.’ They gave no authority for this statement, 
nor is there any apparent reason why the provision of 
amenities should not constitute a civil engineering work. 
In both cases, the London VAT Tribunal held that this 
statement was incorrect (Hn-Tout-Cas v. Commissioners of 
Customs and Excise (The Accountant, October 18th)), and 
categorically stated that the recipient of a supply of 





1 See ‘Laying down the Law’, The Accountant, March 1st, 
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civil engineering work is immaterial. If the work is a 
civil engineering work for a public body, it will also be a civil 
engineering work for a private person, notwithstanding that 
it may improve the amenities of his private residence. 

The point is that Customs and Excise have made a 
categoric statement in one of their notices which has been 
demonstrated to be incorrect in law. If the statement had 
been prefaced by such words as ‘the Commissioners of 
Customs and Excise consider ...’, then it would be un- 
objectionable; but to make a bald statement of apparent 
fact based solely on a departmental interpretation which is, 
even on the face of it, highly dubious, and without drawing 
the attention of the reader to the fact that the statement is 
only opinion is, in my view, regrettable. 

In the same way, Customs and Excise pronounce on the 
young children’s clothing relief, saying: ‘The final liability 
to VAT of clothing and footwear may be determined at the 
retail point of sale since the way in which the articles will be 
sold by the retailer may indicate whether they are to be 
regarded as ‘‘suitable for older persons” and hence charge- 
able at the standard rate of VAT.’ 


Almost incomprehensible 


It may be, of course, true that it is not possible to decide 
on the liability of articles designed as clothing or footwear 
for young children until the retail point of sale, because the 
parliamentary draftsmen have tried to limit the relief by 
adding the words ‘and not suitable for older persons’. 
However, with great respect, these words are almost 
incomprehensible, since articles of clothing designed for 
girls of ten years old, for example, which one could say 
are not suitable for older persons, are almost non-existent. 

Tt is clear that practically all such items of clothing will be 
suitable for older persons of below standard size; indeed, 
an adult midget will undoubtedly be able to purchase 
articles of clothing designed for young children and it 
might then well be argued that such articles are ‘suitable for 
older persons’. Of course they are, but such older persons 
will be ones of a definite class. For example, the late 
Jimmy Clithero, as I understand, was only 4 feet 3 inches 
tall when he died last year at the age of 51. For years he 
had made a living by doing impersonations of schoolboys. 
Is it therefore considered that school uniform for eight- 
year-old primary schoolboys is taxable at the standard rate 
because it is ‘suitable’ for an older person like Mr Clithero? 

If the article of clothing is designed for young children, 
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the fact that it is suitable for older persons of small stature 
makes it taxable all along the line, even to the extent that 
tax will be chargeable when the article is sold at the retail 
end to a young child for whom it was originally designed. 
In other words, contrary to what is said in Notice No. 714, 
the liability of the article does not change if it is sold in an 
outlet designed for adults. 

I may say that, in this particular instance, I have the 
greatest sympathy with Customs and Excise in trying to 
determine an almost impossible law. However, I have no 
sympathy with them when they continually state matters in 
their blue books which are not the law and for which there 
is no basis within the Finance Act 1972. It is, perhaps, 
indicative of their attitude on this point that paragraph (1) 
of part E of VAT 100 (the VAT Return) asks the signatory 
to declare that ‘except as notified, none of the changes 
listed in Notice No. 700 (section IJ, last paragraph) has 
occurred during the period covered by the return’. There 
appears to be no legal basis for this declaration; the Com- 
missioners are empowered by regulation to determine what 
person is carrying on an unincorporated business or as- 
sociation, which presumably entitles them to notification of 
any changes, but the power is one to be exercised by 
regulation and not by general notice. General regulations 
have been made and, if these cover the requirement in 
paragraph (i) of section E, then the reference should be to 
the regulation and not to the notice. 

As another example, Customs and Excise have pro- 
nounced on the meaning of the term ‘journals or periodicals’ 
in Notice No. 701. They say that the term covers ‘journals 
or periodicals issued daily, weekly, fortnightly, or monthly, 
quarterly or half-yearly, either in the form of newspapers 
or as paper-bound publications’. This statement may or 
may not be correct; however, it is interesting to note that 
the original Notice No. 701 had the words ‘or annually’ 
after the words ‘half-yearly’. Now, a periodical is accepted 
as a publication which comes out periodically, and it 
could well be that once a year is sufficient to satisfy this 
definition, I have always regarded Wisden as a periodical 
publication — it comes out once a year. In addition, I 
cannot see why a periodical should cease to be a periodical 
if it is case~bound. 


Important principle 


The matter is, perhaps, not of any great significance, but 
the principle is. If Customs and Excise wish to make the 
sort of pronouncements that they are making in the blue 
books, then surely they should state in bold type at the 
beginning of each book that the book contains only the 
opinions of the Commissioners as to the law and does not 
constitute the law. 

Because of the foregoing, I am concerned lest the pro- 
fessional adviser be deceived into paying more weight to 
the pronouncements in the blue books than is justified. 
Officers of the Inland Revenue, when talking to traders and 
others about direct tax, will refer to sections of the various 
taxing Acts, and the orders and regulations made thereunder, 
whereas officers of Customs and Excise will refer to the 
blue books. This difference may well lull the unwary 
accouniant into accepting as correct everything that has 
been written in the blue books — to the detriment of his 
clients. 
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University Hall of Residence Exempt 


XEMPTION from VAT registration of Allen Hall — a 

licensed hall of residence for students of Manchester 
University — has been upheld on two grounds. Accommodation 
in a university hall of residence, as the Tribunal found, was not 
‘in a hotel, inn, boarding house or similar establishment’ 
within the meaning of item 1 (a) of group 1 in Schedule 5 to the 
Finance Act 1972; further, the Tribunal had no doubt that the 
provision of accommodation for students was ‘a service in- 
cidental to the provision of education by the school or uni- 
versity’ and was thus entitled to exemption by virtue of item 2, 
group 6, of the Schedule. 

In its decision, the Tribunal concluded that the part played 
by Allen Hall in the life of the university included a number of 
features which, it said, were ‘not only dissimilar, but would be 
entirely foreign, to life in a hotel or boarding house’. These 
included the element of selectivity, in restricting residents to 
male students of the university; the degree of control exercised 
over the students; and the emphasis on a corporate rather than 
an individual life among students in residence. 

Legal argument for the Commissioners of Customs and 
Excise sought to rely in part on the decision in Doom v. Customs 
and Excise (EDIN/73/7, The Accountant, July 19th) in which 
the Scottish VAT Tribunal found, first, that the word ‘in- 
cidental’ was to be construed as ‘occurring or liable to occur in 
fortuitous or subordinate conjunction with something else’, 
and then drew from this finding the further conclusion that a 
supply qualifying for exemption under item 2 of group 6 must 
be at the hands of the bodies or persons who provided that 
education. On this point, the present Tribunal ruled: 


‘It seems to us that this finding was, perhaps, wider than the 
issue required. .. . In case, however, this view is incorrect and 
the wider decision forms part of the ratio, we have reluctantly 
come to the conclusion that we ought not to follow it so far as 
it purports to decide the point that, in order to qualify for 
exemption, the supply must be at the hands of the body providing 
the education referred to in item 1 [of group 6] and by no other 
person. 

‘While considerations of uniformity dictate that, so far as 
possible, a Tribunal should be governed by previous Tribunal 
decisions, which are clearly of persuasive authority, we do not 
think that we ought to perpetuate what we feel to be an error. 
Whilst we also adopt the dictionary definition of the word 
“incidental” . . . we cannot agree with the conclusion that this 
construction carries the implication that the supply must be at 
the hands of the persons who provide that education, since we 
cannot find anything in the language of item 2 which neces- 
sitates such a limitation. The words of item 2 seem to us to be 

` perfectly general... / 


Joseph McMurray (a Governor of Allen Hall) v. Customs and 
Excise (Tribunal reference MAN/73/10). l 
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Importance of Professional 


Standards 


Make our Voices Heard in the EEC, says Lord Goodman 


The substance of an address by Lord Goodman, C.H., M.A., LL.M., Chairman of 
the Newspaper Publishers’ Association at last week's luncheon meeting of the 
London and District Society of Chartered Accountants. 


HERE has in recent weeks and months been a good deal 

of criticism — some valid, some ill-considered and some 
excessive — about the whole structure of the City. A few 
much-publicized incidents have, in my opinion, been blown 
up to a point much in excess of their significance or their 
relevance. ‘The fact remains that it is only startling matters 
which attract the attention of the newspapers. 

The newspapers of necessity seize upon something which 
appears to be interesting and exciting and which will 
arouse comment, because it is not within the capacity of 
the newspapers to convey a wholly objective appearance of 
a particular situation. If they say, ‘Mr X has just robbed all 
his shareholders’, they would then have to say — to be objec- 
tive — that there were still 80,743 companies whose chairmen 
did not rob the shareholders. That is the only way to keep 
the matter balanced; but if they did that, they would have 
an enormous amount of balance and no readers; so you 
must not expect too much from the papers. 

I think it is very important that people like ourselves 
should keep a sense of perspective and a sense of propor- 
tion. We should not change our modes and our methods 
and our practices simply because some irregularity emerges 
which is not endemic in the whole situation. This is very 
likely to happen at the moment. The Government is 
about to produce a new Companies Act — I do not intend 
to bore you with a detailed analysis of what is going into 
it — but I think those of us who are professionally interested 
in this subject should start an agitation for the simple 
principle that, unless a point is established as needing 
change, the very best principle which can be adopted is to 
leave well alone. 


Over-government 


I think we are over-governed in this country to an 
absolutely grotesque extent; no body of people is deserving 
of such an amount of government. We should all do our 
best somehow to quench this generosity, and persuade our 
legislators by one means or another that they should really 
devote some of their attentions somewhere else. 

In relation to the Companies Act, I believe that it would 
be a very good thing if there was a sort of Ombudsman in 
the House of Commons who would work on the principle 
of saying: ‘Change nothing unless you are sure’. Do not 
change things because of a crop of reports and rumours in 
newspapers. Do not change things because of a lobby by the 
financial or some other press. Change things only if there 
is an established corpus of elements where the thing is in 


need of change because of the standard of situation which 
has developed without it. 

As experts in this field, you will know that changes are 
envisaged because a few situations have arisen about which 
people think there are suspect circumstances. That is not 
good enough. It is not good enough to go and change the 
whole of an existing legal system, the whole of the body of 
regulations and rules, and to put everyone to the enormous 
expense and trouble of marshalling a whole new set of rules 
couched in an increasingly unintelligible language. It is 
quite wrong that anyone should be exposed to this amount 
of trouble and that the national economy should be 
exposed to the strain and expense, unless there really are 
absolutely convincing reasons for doing it. 


Who is going to profit? 

I am at this moment concerned in the extraordinary 
arduous task of trying to assist in the provision of housing; 
in a moment of mental aberration, I became chairman of 
the Housing Corporation earlier in the year. There are 
enormous difficulties in the way of building materials, 
organizing builders and finding land—but the principal 
difficulty is that we have evolved an administrative code 
about housing, and a system of regulations and subsidies 
which would have delighted the heart of an Ottoman 
Emperor. Administrative complications, in my view, form a 
very significant proportion of the reasons why we are 
building so few houses. 

I think a lesson is to be drawn from this; a lesson is to 
be drawn from every occasion when someone plans to 
change something, or to introduce some new regulation. 
We should ask, in the old Latin phrase, Cui bono? ~ who is 
going to profit from it. 

In the end you will find that, nine times out of ten, 
nobody profits from it; members of the professions are 
honourable men. The number of people who set out to do 
something detrimental to society for their own benefit in 
Britain is very tiny. We have the most honourable set 
of professions in the world. I do not think there are profes- 
sional standards anywhere in the world that remotely 
correspond with the standards which operate in this 
country. The extent to which the probity, the integrity 
and the independence of commercial, industrial and 
financial life are reflected by the quality of the professional 
advice which is given, has never really been fully assessed. 

We are now on the threshold of very important changes. 
We have gone into Europe —I-think we rightly went into 
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Europe. Whether we went at the right moment and in the 
right circumstances is arguable; but I think that it was a 
brave, a wise and a necessary decision that we went into 
Europe. But I think we have got to make our voices heard. 
We have got to assert with great emphasis that we are not 
painfully and lamely accepting the professional standards 
and notions that operate in Europe. We want our profes- 
sional notions and standards to be taken into regard and 
considered when the ultimate picture, and the ultimate 
situation, emerges. 

I think we should insist on playing a role and we should 
insist on having our voices heard. We should not bluster 
and we should not bully, but we should make it clear that 
in joining this great community we intend to make a sig- 
nificant and vital contribution. 

In matters of accountancy — where it is generally believed 
that our practices are more advanced than the practices of 
other countries, that our notions are more comprehensive 
and that our standards in some way offer better protection 
for the Community as a whole — we should not forgo and 
abandon these, just because it is a Treaty convenience 
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to do so. Many of you here will have a role to play in these 
matters and I would urge that you play that role with 
great determination. 

I will conclude by saying that I believe the professions — 
all of them in this country — have no particular cause to be 
ashamed of themselves. I think we can hold our heads very 
high. We should not be complacent, and I do not think 
we want to be self-satisfied; we should be constantly search- 
ing, both outwards and inwards, for the imperfections and 
changes which are necessary. But, as bodies representing the 
community at large we have not done too badly. I think the 
community can consider that they have been reasonably 
well served, and that as the years go by we shall have more 
and more important roles to play. 

Accountants have emerged, of course, as the leading 
profession in the country; why this should be so I do not 
know, except perhaps that the lawyers were not watching 
very carefully! You are now the people to whom business 
and private individuals look primarily for advice and help — 
not merely on how to behave in a commercial sense, but how 
to behave in a sense of propriety, decency and social order. 


~The Community and the 


TE Middle East War has emphasized the difficulties in 
the way of achieving anything like political union 
between the Nine. The tug-of-war between national 
policies and inclinations, and Community needs, was 
aggravated by the absence of a clear-cut energy policy 
which meant that the individual member governments 
tended. to react according to the way in which the dis- 
location of oil supplies affected them. As a result, the 
question of supplies was a more divisive factor than national 
leanings towards pro-Israel or pro-Arab policies. 

In the event, the processes of political consultation 
between the Nine produced a joint declaration consistent 
with UN Security Council resolutions. In doing so they 
demonstrated that at the present time the Community 
can exert little political weight in securing a solution to 
international problems. At the same time, the US military 
alert brought a sharp reminder of the extent to which the 
defence of Western Europe depends on the continuing 
American presence in NATO. 


Britain’s position 

The bringing about of a settlement in the Middle East has 
now moved on to the US/Soviet plane. For Britain, the 
crisis has raised the need for a re-assessment of the 


Middle East 


by RICHARD BAILEY 


country’s position in the world as a result of Community 
membership. In relation to oil supplies, Britain and 
France are in a relatively favourable position, while 
Holland has to face an Arab boycott. If Britain was outside 
the Community, its position would have been no different, 
By itself, Britain’s ability to influence the situation would 
be limited to attempts to influence world opinion. Nothing 
that it could have done on its own would have brought a 
cease-fire sooner or prevented oil being used as a political 
weapon. 

The present situation has clarified a number of points. 
The individual interests of the Nine are not easy to recon- 
cile, and the Community has not yet achieved — in political 
matters at any rate — the status of even a second-line super- 
power. The joint stand taken by the Nine was about as far 
as the Community could go at the present stage of its 
development. 

The Community declaration stresses the political aspects 
of the Middle East situation, and follows the UN Resolu- 
tion 242 in respect of the territories acquired by Israel 
in the Six-day War and in acknowledging the legitimate 
rights of the Palestinians. The argument about whether it 
leans more heavily in favour of the Arabs than the Israelis 
will continue for some time. The fact remains that the 
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declaration has probably helped the negotiations for a 
settlement now going forward. 


Community unprepared 


Whatever one’s personal views on the rights or wrongs of 
the situation, the lesson for the Community is plain. The 
crisis has put to the test the assertions and statements of 
intention made about moving towards political union. The 
Middle East War found the Nine unprepared for action as 
a Community, and quite unable to influence events. 

The policy declaration, when it came, was a success 
for political consultation, but was in effect an admission 
that the future course of events was outside Community 
control. The same sort of declaration could have been 
made by WEU or the Council of Europe with about the 
same effect. What has happened should turn attention to 
the realities and responsibilities of membership of the 
Community. 

A commitment to political union by 1980 does not mean 
that each member state can follow its own inclinations in 
foreign policy until then. A number of essential pre- 
liminaries come first. The summit meeting now fixed for 
December 14th and 15th, in Copenhagen should give 
serious consideration to what these preliminaries are, and to 
finding common ground as a basis for a Community stance 
in the world in the difficult interim period of its develop- 
ment. 


EEC and Multinationals 


‘THE COMMISSION has now prepared a draft communication 
on multinational corporations. The proposals (published 
on November 8th) set out to co-ordinate Community 
regulations for multinationals operating in the Common 
Market. Seven main points are covered, namely, pro- 
tection of workers’ interests; maintenance of competition; 
methods of acquiring companies; protection of the general 
interest (fiscal problems, security of supply, balance of 
payments and monetary stability, aid from public authori- 
ties, protection of shareholders); equality of conditions of 
establishment; protection of developing countries; and an 
improved flow of information. 

The problem created by multinationals has been em- 
phasized by tensions created in the host countries; for 
example, the Chrysler situation in the United Kingdom. 
Opinion is by no means unanimous in the Nine as to 
whether special action is necessary, largely because of the 
lack of hard facts about their operations. The demand for 
fuller information in the Community proposals is generally 
regarded as necessary. 

Of the other proposals, four are seen as more important 
than the rest. The regulation requiring major mergers to be 
submitted to the Commission for approval is in line with 
competition policy. The protection of workers from 
large-scale redundancies, and the provision for workers’ 
participation in company decisions, are two proposals 
designed to allay trade union suspicion of the objectives 
of multinationals. The fourth major proposal covers the 
need for international co-operation in the field of company 
taxation. 

The present draft has been considerably amended since 
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it first appeared, and much less emphasis is now laid on 
codes of uniformity of action. The future of the Com- 
mission’s proposals is by no means certain as there is no 
fundamental unity between governments in the Nine’ 
regarding foreign investment either inwards or outwards. 
The multinationals could themselves affect the situation by 
voluntarily making information about their activities 
available on a much wider scale. The improvement in 
understanding which this step would produce could very 
well remove the suspicions and fears with which the new 
regulations are intended to deal. 


Simplifying Trade Procedures 


THE WORK OF SITPRO, the board for the simplification of 
trade procedures in the United Kingdom is already well 
known. Similar bodies exist in other Community countries 
and four of these met in London recently at a meeting 
convened by SITPRO to discuss problems of trade 
procedures and documentation. 

The agenda included ways and means of facilitating 
trade, not only between the Nine but also with the EFTA 
countries and the associate members of the Community. 
The present complexity of procedures has been described 
by the Commission as ‘hardly compatible with even the 
concept of a customs union.’ 

Far from becoming easier with the progressive reduction 
of tariffs, customs work has become more complicated than 
ever. Customs officials have increasingly to concern 
themselves not only with the application of national 
regulations, but with rules laid down by the other Com- 
munity members. The West German Finance Ministry 
recently stated that German customs officials now have to 
master a handbook of about 2,000 pages and be able to 
find their way about some 3,000 tariff classes and 40,000 
products. The system of variable levies on imports under 
CAP can mean that the basis on which he applies this 
information can change from day to day. 

Another aspect of the problem is the proliferation of 
different kinds of declarations, statistical returns, and so on 
required by governments. The Belgian SIPROCOM has 
proposed that a single document should be introduced for 
this purpose. SITPRO is to act as secretariate for the 
coming year for the organizations involved in this work. If 
its efforts can reduce the burden and complications of form 
filling, it will deserve the gratitude of the business com- 
munity generally. 


European Patents 


A CONFERENCE IN MUNICH attended by 21 European 
countries ended in the signature of a convention on a 
European system for the grant of patents. For member 
states of the European Communities, the convention on a 
European system for the grant of patents is an essential 
basis for a second convention concerning a European 
patent for the Common Market which they have to con- 
clude among themselves (convention establishing a 
Community patent). This second convention will be 
finally adopted next May at an inter-government con- 
ference of the Nine to be attended by the Commission. 
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Self-employed clients? 
Help them turn their income tax 
into a pension. 


Tell them about Time Assurance Personal Pension 5.5% to the basic pension for each year up to pension 
Bonds: age (interim bonus of 3% plus vesting bonus of 2.5%), 
Tell them about the Total Tax Exemption and also make a greater tax-free cash sum available 

Yes, total tax exemption on every penny saved at retirement. What is more, the interim bonus con- 
for retirement. Because premiums come off the top _tinues to be added after pension age.: i 
of earnings, reducing taxable income. Which means The generous pensions available 
that, for basic rate taxpayers, a £100 premium would For example, a man aged 40 next birthday, 


cost £70. And higher rate taxpayers could claim as : | : f £300 
paying an annual premium o , can now expect a 
much as £75 tax relief for every £100 they save. starting pension at age 65 of. £3,177 p.a.or he can 


Increased vesting bonus take a tax-free cash sum of £7,074 and a pension of 
The pensions provided by Time Assurance £2,358 p.a. for life. 
Society have always been considered to be generous Tell them soon 
and now the vesting bonus has been increased again Send the coupon below for complete agency 
from 2% per annum to 2.5% per annum of the basic details and a full set of rates for men and women 
pension. This means that we can now add a total of at all ages. 








You'll be doing your self-employed clients a _ 
favour—and yourself a favour too: our commission 
rates are realistic and take account of the cost of 
your service. 

a Se ES SR IECH ee ee E ee ee SS DES ESCH e 


I TO: TIME ASSURANCE SOCIETY 


| 56 Moorgate, London, EC2. Tel: 01-628 7546/7. 


Manchester Office: 12a Piccadilly, Manchester 1. 
I Telephone: 061-624 7299/061-624 9955. 
| Scottish Office: 6 York Place, Edinburgh 1. 
I Telephone: 031-556 3895. 


Amount of pension (to nearest £) for men retiring at 65 

paying a premium of £100 a year from different ages of 

entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2.50% per annum. 







Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 























Pension at 65 Cash option at 


pension age 








Total 
Guaranteed | Pension at 

Basic 65 with 
Pension 












Adjusted 
Total 
at age 65 










Atage70 | Atage75 | Tax-Free 


Age next Cash Sum 


birthday 








I Please register me/us as Agent(s} of Time Assurance Society, 
and send a supply of Pension Bond literature. 
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H you select age 65 as your retirement age then the figure shown in columa 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part of your norma! pension for cash. 
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LEWIS, COATES & LUCAS:.LTD” 





LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Capital Choice 


the £93 000,000 society 
with the ‘personal’ touch 


LEEDS & 
HOLBECK 


BUILDING SOCIETY 


Head Office: HOLBECK HOUSE, 
105, ALBION ST., LEEDS LS1 BAS, 


London Office: 73 KINGSWAY, LONDON W.C.2. 


Branches and Agencies throughout the country. 







Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 









38/40 FEATHERSTONE STREET 
LONDON EC 









01-253 2977/8/9 and Telex 262687 
02-251 0344 (7 lines) 


Member of the Building Societies Association. 
Authorised for Investment by Trustees. 


A. one year old he was 
z o,’ For nearly 100 years we 
a bouncing baby | have published books for 


the accountancy profession, 
At 18 months he was toddl- 
ing and a lovely, happy especially textbooks for 
boy. students, 
But gradually, heartbreak- 
ingly, his muscles began 


to fail until at 15 years of THE LARGEST SELECTION OF 
age he caught a chill, his 


pia ges ge eee ACCOUNTANCY AND 
meee MANAGEMENT 
Te SO HY AS VET THERE PUB LI CATIONS 


1S NO GURE, AND WITHOUT 
CONTINUOUS RESEARCH 





THERE NEVER WILL BE. 
Distributors for publications of 
THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 
Please help the utterly helpless. Please tell your clients about us, AND THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


Í Mluscutar S THE CITY LIBRARY 
pr omy Group GEE & CO (PUBLISHERS) LIMITED 


of Great Britain (SI STRAND, LONDON WC2R (UI 


26 Borough High Street, SE1 9QG. Telephone: 01-407 5116 
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Pulling ITT Apart 


From Our New York Correspondent 


A TER settling down to work on its first seven, some- 
what more straightforward, technical studies (The 
Accountant, May 1oth) the Financial Accounting Stand- 
ards Board has now tackled an eighth project — and probably 
its most controversial subject yet. 

Mergers have already been examined in two opinions of 
the former Accounting Principles Board, which made 
recommendations on accounting treatment in “Business 
Combinations’ and ‘Intangible Assets’. But, in the view of 
many members of the profession, these formulations did 
not say the last word on a subject that is steadily becoming 
more important as companies continue to spread beyond 
their traditional industries and outside their national 
boundaries. 


Conglomerates 


The FASB’s decision to delve further into the problems of 
business combinations and related intangibles has not come 
a day too soon. Public concern over the growth of con- 
glomerate enterprises and the scale of today’s multinational 
corporations has generated heated discussion in Washing- 
ton, where the trade unions have been pressing for legis- 
lation to curb them, and in the United Nations, where the 
developing nations have been arguing that they represent 
a threat to their sovereignty. 

One result has been that the Act under which con- 
struction of the Alaska oil pipeline has finally been 
authorized contains also (and quite irrelevantly) a clause 
authorizing the Federal Trade Commission to call for 
additional reports on line-of-business sales and profits 
from conglomerate companies. Accountants see a danger 
that this could open yet another door to ill-designed regula- 
tion by an outside agency. 

The origin of the new preoccupation with the finances 
of huge, diversified companies was brought into the open 
by Representative John E. Moss at the Atlanta Annual 
Meeting of the American Institute. As an example of 
economic concentration, he drew attention to the SEC 
study showing that one-quarter of Gulf’s ordinary shares 


are controlled by three institutions, while four institutions. 


control one-third of Ford’s shares. In building up a case 
for new legislation and greater disclosure of ownership, Mr 
Moss argued that America should be on its guard against 
energy and other key corporations being taken over by 
foreign investors. 

Mr Walter J. Oliphant, immediate Past-President of the 
American Institute, took issue with this position, pointing 
out that it would invite retaliation by other. nations. He 
made no reference to the form that such retaliation might 
take, nor to recent calls for ‘unbundling’ some of the huge 
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diversified companies. But the position and reporting prac- 
tices of a conglomerate that has recently been much in the 
news provide a case study in growth. 

Ever since its foundation at the end of the First World 
War, International Telephone and Telegraph has operated 
globally rather than nationally. By the Second World War, 
it had become so far-ranging that its foreign assets included 
communications networks around the world — and even a 
stake in the Focke-Wulf aircraft factory in Germany, 
for which it was handsomely compensated by the United 
States after the plant was knocked out by the Allies in 
their wartime raids.+ 

Since 1959, when Mr Harold S. Geneen assumed com- 
mand of ITT, the company has become the prime example 
of the multi-product as well as of the multinational 
enterprise. With his urbane Bournemouth background 
and his early years with Lybrand Ross & Montgomery, 
Mr Geneen took over his new company with the reputation 
of a master accountant; and the growth of the company 
during his tenure has owed a great deal to his skill in 
making two very small halves equal one very large whole. 
This has helped profits to shoot up by more than 11 per 
cent annually under Mr Geneen’s leadership, and sales to 
rise to the equivalent of £3,500 million a year. 

Thanks to the anti-trust consent decree signed in 1971, 
the merging process has now been put into reverse. Results 
for the first nine months of 1973 include gains of $33 million 
on the sale of stock in Avis (“We try harder’ rent-a-cars), 
$7 million for stock in the Canteen Corporation (vending 
machines) and $4 million for some of Sheraton’s hotel 
properties. These large and apparently extraordinary items 
are included in the earnings for the period, in accordance 
with the company’s contention that such miscellaneous 
transactions ‘recur in varying degrees’ and may thus be 
treated as part of normal operations. 


Amortizing goodwill 


ITT objects to the American Institute’s requirement that 
goodwill of acquired companies be amortized. But it has 
been doing so with recent acquisitions — on a straight-line 
basis over 40 years. 

It is also falling in with the latest rulings on line-of-busi- 
ness reporting. Revenues and profits are divided into five 
broad groups of ‘manufacturing’ products (including 
natural resources and defence and space programmes) and 
five ‘consumer and ‘business services’ (including Hartford 
Insurance, taken over in the highly controversial 1971 
merger and now accounting for more of ITT’s profits 
than any of the other nine activities). 

No geographical breakdown of financial operations is 
given, apart from the information that revenues outside 
North America amount to 47 per cent of the total. In some 
respects, the company seems still to be following the dic- 
tum of Mrs Dita Beard, its notorious lobbyist during the 
manceuvring over the Hartford merger, who claimed that 
nothing should ever be put in writing. 

As his reward for leading this 428,o00-person army, 
Mr Geneen receives $813,000 a year, putting him among 
the half-dozen highest-paid executives in America. If this 
is not professional success what is? 


1 The Sovereign State of ITT, by Anthony Sampson (Stein and Day, 
New York, $10). 
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Occupational Pension Schemes 


Recognition Requirements 


by OUR INSURANCE CORRESPONDENT 


Of the 65,000 or so employers’ pension schemes at present in existence, 
probably more than 9 out of 10 will need to be amended in one way or another — 
often substantially — to meet the recognition requirements of the Social 


Security Act 1973. 


HEN a pension scheme meets the standards required 

by the Social Security Act, an application can be 
made to the Occupational Pensions Board for a recognition 
certificate. When the certificate is issued, the employees 
covered by it will be in ‘recognized pensionable employ- 
ment’, and no reserve scheme contributions will have to 
be paid in respect of them. 

There is nothing to prevent an employer having a 
recognized pension scheme for certain members of the 
staff, with contributions being made to the reserve scheme 
for others; in fact, an employer need not seek recognition 
for all the members of a scheme. Nevertheless, the ex- 
clusion of certain categories by reason of age or ill-health 
will not be permitted unless the Occupational Pensions 
Board considers the exclusion to be reasonable. 

If employees are serving a qualifying period for entry 
to an employer’s scheme, they can be covered by the 
recognition certificate provided they will be covered for 
the minimum personal pension in respect of all their 
service once they have served the qualifying period and 
(for married men) are covered throughout for the minimum 
death benefit. 


Conditions for recognition 


Normally, to obtain a recognition certificate, an employer 
must be carrying on a business in the United Kingdom 
` and must be responsible for financing the scheme, either 
wholly or in part. Since the resources backing the benefits 
provided under the scheme must be quite separate from 
the employer’s business, normally the scheme must be 
set up either by an irrevocable trust which is subject to 
the laws of the United Kingdom or by an insurance 
policy or annuity contract, often in conjunction with a 
trust. . 

The Occupational Pensions Board has discretion to 
modify the requirements for schemes based overseas if 
some of the members are employed in the United Kingdom. 
Also, the Board will be able to grant recognition on the 
basis of interim documents. 

To be ‘recognized’, a scheme must provide a minimum 
level of benefits. In the first place, there must be a mini- 
mum personal pension, and this must be protected against 
inflation — either by pension increases on a periodic basis, 


or by being pitched at a higher rate from the beginning. 

Also, a minimum death benefit must be paid if a married 
man dies while he is in recognized pensionable employ- 
ment, or on the death of any ex-member or pensioner who 
was married and who was entitled to a minimum personal 
pension. Normally this benefit will be paid to the widow, 
but in some circumstances it may be paid to other 
dependants. 

Irrespective of the type of pension provided, if the 
pension will increase while it is being paid out, the in- 
creases must be calculated broadly in line with increases 
in the cost of living; or at a rate of not less than 3 per cent 
per annum, compound; or in a way which the Occupational 
Pensions Board considers will give protection. This, in the 
long run, will be equivalent to increases of 3 per cent per 
annum. 

If, under either of the first two methods mentioned 
above, the increase in any one year would be very small 
(i.e. less than 2 per cent, or £2-50 per annum), the increase 
can be carried forward and taken into account when sub- 
sequent increases are calculated. 

It is a requirement that the minimum personal pension 
must be paid within six months of an employee reaching 
pénsionable age (i.e. 65 for men or 60 for women), unless 
he or she chooses to postpone retirement beyond that 
age or agrees, for some other reason, to payment being 
deferred. If payment of the pension is deferred in this 
way, the pension eventually paid must be increased, not 
only to take account of the period of postponement, but 
also to include all the increases which otherwise would 
have been awarded since pensionable age. 


Lump sum entitlement 


At retirement, the minimum pension may not be taken as a 


lump sum unless the total amount of benefit from all 
schemes in the employment would be less than a certain 
amount (at present £52 a year), in which event the whole 
pension, including contingent liability for minimum death 
benefit, may be commuted. This course may also be 
adopted in exceptional circumstances of serious ill health. 

Since it is only the minimum personal pension which is 
of concern in connection with recognition, the various 
methods which can be used for calculating the minimum 
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are all related to ‘reckonable earnings’. These are simply 
the gross earnings on which basic scheme contributions 
are payable and include only earnings up to a certain level — 
£48 a week at present, but this figure will be updated before 
April 1975. Also, the lower limit of £8 per week is expected 
to be updated. Contributions do not have to be paid in 
respect of employees earning less than the lower limit. 

Basically, there are three different ways which may be 
used for calculating the: minimum pension. In the first 
place, an employee’s total reckonable earnings throughout 
the period covered by the recognition certificate may be 
used. Secondly, the calculation can be based on his final 
reckonable earnings in the period before leaving recognized 
pensionable employment. Thirdly, a ‘money purchase’ 
basis can be used, with the calculations being related to 
contributions paid. 

If the total earnings method is used, the annual rate of 
the minimum pension must be a percentage of the em- 
ployee’s total reckonable earnings throughout his period 
of recognized pensionable employment. In: the case of 
pensions which are periodically increased when in pay- 
ment, the percentages are 1 per cent and o-7o per cent 
respectively for men and women. If the pensions will not 
be increased periodically when in payment, the percentages 
are 1:25 per cent and o-go per cent respectively. 

Thus, if a man had been in recognized pensionable 
employment for ten years and his reckonable earnings 
throughout that period totalled £15,000, he would have 
to be entitled to an annual pension of at least £150 if the 
pension would increase periodically after starting to be 
paid. If, however, there would not be any subsequent 
increases in the pension, it would have to start at not less 
than £187-50 per annum. 

If a scheme uses the final earnings method for recogni- 
tion, the minimum annual pension must be calculated by 
reference to a percentage of an employee’s reckonable 
earnings for each year and part year in recognized pen- 
sionable employment. 


Final earnings 


There are a number of definitions of ‘final earnings’ which 
may be used. For instance, reckonable earnings in the 
last year immediately or shortly before retirement, or 
leaving the scheme, may be used. All the calculations can 
be based on the annual average of those earnings over a 
period up to three years before that time. On the other 
hand, there is the right to use the average of the best three 
consecutive years in the period ending not earlier than 
ten years before termination of recognized pensionable 
employment, unless the Occupational Pensions Board is 
not satisfied that the scheme provides an adequate safe- 
guard against any lowering of earnings during employ- 
ment which could operate to the detriment of the employee. 

If this method of ascertaining the minimum annual 
pension is used, the percentages are lower than those under 
the total earnings method — simply because an employee’s 
final earnings are likely to be appreciably higher than the 
average of his annual earnings throughout his working 
career. Nevertheless, there is the point that, should an 
employee leave after a comparatively short period of 
employment, there may not have been a sufficient rise in 
his earnings for there to be a marked difference. For this 
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reason, any scheme which uses the final earnings method 
of calculation must give a higher percentage of final salary 
in all cases for each of the first five years of recognized 
pensionable employment, unless there is an increase in 
the value of pensions preserved for early leavers over the 
period up to retirement by one of the methods for increas- 
ing pensions in payment. 

If a scheme does not increase the pensions of early 
leavers periodically from the time of leaving, and the 
pension is not increased periodically when in payment, 
the percentage for men is 1 per cent for each of the first 
five years and o-60 per cent for each year thereafter. For 
women, the percentages are 0-70 per cent for each of the 
first five years, and 0-42 per cent for each year thereafter. 
If one still thinks in terms of schemes where the pensions 
of early leavers are not increased periodically after leaving, 
and looks at pensions which are not increased periodically 
when in payment, the percentages increase to 1:25 for 
each of the first five years, for men, and 0-75 per cent for 
each year thereafter. For women, the percentages are o-go 
per cent for each of the first five years, and 0-54 per cent 
for each year thereafter. 


Periodic increases 


In the case of schemes where the pensions of early 
leavers are increased periodically from the time of leaving, 
the rate is the same throughout, and thus is the rate detailed 
above as applying after the first five years. 

As an example, one can take a man who serves ten years 
in a scheme which undertakes to make periodic increases 
in pensions which are in payment, but not in those which 
are preserved for early leavers. If his annual reckonable 
earnings when he leaves the scheme are £1,800, his mini- 
mum pension will be five years at r per cent plus five 
years at 0-60 per cent. Thus his minimum pension must be 
8 per cent of £1,800, i.e. £144 per annum. 

If, like the reserve scheme, an employer’s scheme uses 
the ‘money purchase’ method, it is not possible to specify 
a precise level of minimum personal pension, since benefits 
depend on how much pension a specified level of contri- 
bution will purchase. Naturally, this will vary with the age 
of the employee at the time contributions are made. For 
instance, in the case of a young employee, the contributions 
can be invested for a longer period before the pension will 
be drawn, and thus can give a greater return. 

If, therefore, the ‘money purchase’ method is used, it is a 
condition that a total contribution of at least 5 per cent of 
an employee’s reckonable earnings must be paid into the 
scheme for each employee in recognized pensionable 
employment. The employer’s share of this contribution 
must be not less than 2'5 per cent of reckonable earnings — 
i.e. the same as would be paid towards the reserve scheme. 
Minimum benefits will be the amount of benefits purchased 
by the contributions throughout a man’s service in recog- 
nized pensionable employment. 

Naturally, in view of the above, it is a condition of recog- 
nition that any scheme using the ‘money purchase’ method 
must guarantee specified benefit rates related to the amount 
of contributions and the member’s age at the time of 
payment. Furthermore, the guaranteed rates must not 
be lower (apart, possibly, from minor variations at the 
older ages) than the rates which are guaranteed under the 
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reserve scheme for members of the same age and with 
the same earnings. 

If pensions will not be increased while they are being 
paid out, the guaranteed rates under the scheme must be 
25 per cent higher than those provided for members of the 
reserve scheme. 

Also, it is a stipulation that a scheme using the money 
purchase method must indicate whether bonuses will be 
given in addition to the guaranteed rates of pension. If 
bonuses will not be paid, the Occupational Pensions Board 
may expect the guaranteed benefits to be significantly 
higher (especially at the younger ages) than those guaran- 
teed in the reserve pension scheme, since the latter will 
be increased by the award of bonuses (the amount of 
which cannot be estimated in advance) both before and 
after the pension starts to be paid. 


Death benefit 


Quite apart from the minimum personal pension, a 
minimum death benefit must be provided for the widow 
of a married man — irrespective of whether the man dies 
while in recognized pensionable employment, or after 
having retired or having left his job with a preserved 
pension. This stipulation applies regardless of the period 
of service. Nevertheless, if benefits would have been very 
small indeed (at present equivalent to a lump sum of less 
than £5 a year), they need not be paid. 

Schemes may include a rule which gives discretion to 
their trustees or administrators to pay part, or all, of the 
minimum death benefit to dependants other than the 
widow. In this way, the question of liability to estate duty 
on the benefits should not arise. A scheme may exclude 
from death benefit cover any members who, on April 6th, 
1975, are within five years either of age 65 or of the 
normal pension age for the scheme if this should be 
earlier. 

So far as concerns cover in the event of death before 
reaching pensionable age, it is possible to choose between 
giving a pension, a lump sum benefit, or a mixture of the 
two. It is a stipulation that benefit must be payable whether 
the man was still in service or had left with preserved 
minimum benefits. Nevertheless, provision may be made 
for benefit to be given in different forms to different 
categories of beneficiary. 

For example, a lump sum could be paid where death 
occurs while a member is still in service, but, perhaps, a 
pension for employees who have left with preserved bene- 
fits. Where a scheme wants to vary the form of benefit 
in this way, either it must obtain the beneficiary’s consent 
in each case, or state clearly which form will be provided 
and in which set of circumstances. If a pension is paid, 
it must be at an annual rate of at least half the minimum 
personal pension earned in the scheme up to the time when 
the man died. 

There are two alternatives for calculating the lump sum 
payment. In the first place, the lump sum can be 14 times 
the widow’s pension mentioned above if that would have 
been increased when in payment. If, however, the pension 
would not have been increased while being paid out, the 
lump sum must be 11 times the pension. This is because, as 
explained, a pension must be higher at the outset if it will 
not be increased during retirement. 
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The alternative method for calculating the lump sum is 
one and a half times the man’s annual reckonable earnings 
before he died or left the employment in question. These 
earnings must be assessed in the same way as in the cal- 
culation of minimum personal pension on a final earnings 
basis, apart from the fact that the annual rate of reckonable 
earnings must be taken where an employee dies after less 
than one year’s employment. It is this method of calculation 
which must be used if a scheme provides a mixture of 
pension and lump sum. In this event, their aggregate 
value must be at least one and a half times annual reckon- 
able earnings, as mentioned above. 

If a scheme uses the money purchase method, the 
lump sum need not be calculated on either of the bases 
mentioned above; instead, it can be calculated as 7 per cent 
of the man’s total reckonable earnings during his recog- 
nized pensionable employment. Should a scheme wish to 
provide higher lump sum death benefits for members in 
service than those mentioned above, it may do so, provided 
that not more than o-75 per cent of reckonable earnings 
are used out of the statutory minimum contribution of 
5 per cent, and that the requirements for guaranteed 
benefits are still satisfied. 

If a man dies after reaching pensionable age (or the 
scheme’s normal pension age, if this should be later), 
the minimum death benefit must be paid in pension form 
and at an annual rate which is equal to at least half the 
man’s personal pension. 

As an alternative to providing separate benefits for death 
after retirement, a scheme can give higher personal pen- 
sions and require male members to give up part of their 


` pension so as to buy cover for their widows. This is per- 


missible if the minimum personal pension for men is 
increased by about 25 per cent, regardless of the method of 
calculation. A point to remember in this context is that the 
stipulation that the widow’s pension must be equal to at 
least half the man’s minimum personal pension is that this 
refers to half the personal pension left to the man after 
it has been reduced so as to make allowance for the widow’s 
cover. 

Since it is a stipulation that the widow’s benefit in the 
event of death during retirement must be in pension 
form, no part of the pension may be taken in lump sum 
form unless the benefits payable from all schemes in that 
employment amount to less than £52 per annum. 


Young widows 


Clearly, cost problems can arise when a wife is many years 
younger than her husband. There is, therefore, a concession 
that, where the minimum death benefit is paid in pension 
form to a widow or other adult dependant, and the bene- 
ficiary was at least ten years younger than the man, the 
scheme may reduce the pension so as to take account of the 
disparity in age. Also, a scheme may include a provision 
(which must be subject to a discretionary power for it to 
be waived in individual cases) which excludes payment of 
the minimum death benefit where marriages which take 
place after the end of recognized pensionable employment 
had lasted less than six months before the member’s death. 

If minimum death benefits are paid in pension form, the 
pension need not be continued after a widow has remarried, 
or after a dependent child has reached the age of 16. Also, 
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the pension may be suspended during any period of 
‘cohabitation’. 

In certain circumstances, direct payment to a pensioner 
may be suspended or terminated ~ for instance, while a 
pensioner is in prison or unable to act (e.g. by reason of 
mental disorder) — so long as it is paid towards his main- 
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tenance or that of his dependants. Payments can be sus- 
pended during any period when a pensioner returns to 
work for the same employer. Also, benefits may be subject 
to forfeiture or termination, in cases of conviction of treason, 
or of offences under the Official Secrets Act, which lead to 
imprisonment for ten years or more. 


Canadian Tax Reform 


Joint Submission by Lawyers and Accountants 


by PETER WALTON, C.A.(Canada) 


The Joint Committee on Taxation of the Canadian Bar Association and the 
Canadian Institute of Chartered Accountants has recently made its annual 
submission to the Minister of Finance. The brief, outlined in this article, 
contains upward of 400 recommendations on matters affecting the Income 


HE new Canadian təx system is not as difficult as that of 
the United States or the United Kingdom. Why, then, 
all this talk of complexity and need for amendments? 

There are several reasons. The first is that complexity is a 
relative term, and the Canadian tax system prior to reform 
was relatively simple. Early on in the reform process, it was 
decided that if equity necessitated complexity, then 
simplicity was to be sacrificed. Nobody considered that 
undue complexity can in itself be unfair. 

Superimposed on what would on its own have been a 
major change was the imposition of a tax on capital gains, 
with all the paraphernalia of this tax including transitional 
rules to avoid retroactive tax, rules to govern change in the 
cost basis from which gains are measured and tax-free 
roll-over provisions. Lastly, the wording and structure of 
the new Income Tax Act is designed as if it were for a 
computer program, with a plethora of defined and un- 
familiar terms, and in language to test the finest legal mind. 

The vast majority of individual Canadian taxpayers are 
not affected by tax reform. They don’t make capital gains as 
their homes are exempt from it, and their other assets 
depreciate in value. For those in business for themselves, 
it is unfortunate that system difficulties are inversely 
proportional to the size of the business. Small businesses 
run by partnerships are one of the most difficult areas, 
with private companies next; the easiest going is reserved 
for the public companies. 

The small practitioner’s task in understanding the new 
laws is unenviable. Much of the burden falls on his 
shoulders. Educational programmes have been given by 
the CICA and Canadian Bar, together with a four-week 
course to train accountants and lawyers specializing in tax. 
This, together with booklets produced by the larger firms 
and information bulletins from the Government, will be of 
great assistance. Though few, if any, fully understand the 


Tax Act and its administration. 


new system, there is a general level of understanding that 
far exceeds what one could possibly have hoped for in the 
early days. 


Advance rulings 


About a year before tax reform, the Department of National 
Revenue instigated a procedure for giving formal advance 
rulings to taxpayers. A rulings section made up of senior 
assessors based in Ottawa examines a proposed transaction 
and rules as to the tax effect. A ruling, once given, is binding 
on the Crown unless affected by subsequent legislation. 

There are certain limitations on the use of this ruling 
procedure. For example, you cannot obtain a ruling on a 
completed transaction, a hypothetical transaction, one 
without business purpose (naturally tax minimization is 
not regarded as a business reason), or whether income is 
ordinary income or capital gain. Replies take an average of , 
two to three months which is not unreasonable considering 
the intricacy of some of the submissions, the occasional need 
for further. detail, and the frequency of requests by the 
taxpayer or his advisers for a meeting to discuss possible 
amendments to a proposal in order to satisfy the ruling 
officers. Criticism of the system is mainly directed to the 
often super-cautious and suspicious nature of the officials 
administering the system. 

The more cynical say that one only asks for a formal 
ruling if one is absolutely sure there are no tax problems; 
but the tax adviser can seldom be absolutely sure. He is 
dealing with his client’s money, and the rulings request is 
good insurance where the tax risk is minimal but the dollar 
exposure is substantial. ; 

Under the new tax system an informal interpretations 
branch was set up, again in Ottawa, to give answers to the 
numerous inquiries resulting from reform. These answers 
are not binding on the Crown. This system has had its 
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teething problems; initially, it was a case of the blind leading 
the blind. 

The Department’s information bulletins, which have 
been updated to comply with the new Act, have been more 
useful. They state clearly and concisely the Department’s 
position and policy on various facets of the tax law. There 
are over 100 of these circulars and they are essential 
reading material for anybody in the Canadian tax field. The 
Joint Committee would like some of the policy decisions 
incorporated into the Income Tax Act. 

For readers with a specific interest in the Canadian tax 
system, it is worth mentioning that the joint brief makes 
recommendations on ‘thin capitalization’ and on non- 


resident-owned investment companies. Of more general 


interest is the existence of such a committee on taxation as 
a joint effort by the Canadian Bar Association and the 
Canadian Institute of Chartered Accountants and the high 
degree of co-operation between lawyers, accountants and 
the government. 

After the brief is prepared, the committee sits down and 
discusses its proposals with senior members of the De- 
partment of Finance responsible for drafting and advising 
on tax legislation and senior members of the Department 
of National Revenue responsible for implementing the tax 
law. Its views are sometimes unacceptable or outweighed 
by political considerations. If this happens, and if the 
Committee believes the recommendations are still valid, 
they find their way into next year’s brief. The aim is 
gradually working towards a better tax system. 


Budget secrecy 


Canada’s political system is similar to the United Kingdom’s, 
including the long-standing parliamentary tradition of 
budget secrecy. In this hallowed area the committee makes 
its most important and most interesting recommendation. 
While acknowledging the competence and dedication of the 
small group of senior government officials who have been 
concerned with tax developments in Canada in recent years, 
the committee believes that the present procedures for the 
formulation of tax policies and the enactment of tax legis- 
lation are becoming increasingly unresponsive to the needs 
of society. 

There are four recommendations which are in general 
terms, with only two references that may be unfamiliar 
to readers. These are to ‘capital cost allowance’ — which is 
the Canadian term for tax depreciation — and to the 
Taxation Advisory Committee — a standing committee of 
ten practising lawyers and accountants, which meets at 
intervals with the Deputy Minister for Taxation and his 
senior officials. This group works very much out of the 
limelight, reviewing with Departmental officials many of 
their interpretations, operational and administrative pro- 
grammes, and public relations activities. It is not con- 
cerned with recommending changes in the tax laws. - 

The four recommendations on formulating tax policy 
are not too long so, rather than attempt to paraphrase 
them, they are listed below: 


(1) We suggest that future federal budgets should present to 
the House of Commons only major proposals relating to 
the level of taxation and basic policies concerning the 
structure of the taxation system. This would of necessity 
mean that the Motion of Ways and Means accompanying 
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the budget would describe technical tax changes which do 
not involve substantial revenue only in general language, 
and without setting out the terms of the specific legis- 
lation which the government intends to introduce on these 
matters at a later date. 

At the same time as the budget is presented, we suggest 
that the government should table in Parliament and 
release to the general public a paper setting out the full 
details expressed in precise language, of all of the par- 
ticular changes which it proposes to introduce into the 
House of Commons at a later date in order to implement 
the budgetary proposals set out in broad outline in the 
budget itself. 

These technical changes could then be reviewed in 
draft form by members of the public, the legal and ac- 
counting professions and the business community and 
the government would therefore have sufficient time and 
opportunity of obtaining their views on the proposals 
before legislation was introduced into the House of 
Commons. 

The adoption of such a procedure would add substan- 
tially to the flexibility of the present system of preparing 
and presenting tax changes, while preserving the essential 
sovereignty of Parliament in this area. It would, in fact, 
enable Parliament to consider legislation more intelli- 
gently since a preliminary draft of such legislation would 
have been exposed for public review and comment 
before its introduction into the House of Commons. 

(2) We suggest that all changes in income tax regulation 

should be issued in draft form (but still in technical 
language) several weeks in advance of the date on which 
the government proposes to promulgate them, and public 
comment should be invited. The identical procedure might 
be followed with respect to the publication of Inter- 
pretation Bulletins on matters of major concern. 
We note the procedure followed in the United States of 
holding public hearings on proposed new tax regulations 
before their adoption, and we recommend these to the 
government for consideration. 

(3) We urge the government to involve representatives of 
various industries and professions to a greater extent in 
the formulation of detailed tax rules in areas calling for 
particular expertise. 

Such involvement could be achieved in a number of 
ways. The Department of Finance could retain consultants 
on a professional basis to advise it in specific areas or 
alternatively ad hoc committees drawn from industry 
or the professions could provide comments on a voluntary 
basis on particular issues. We commend the steps which 
the Department has already taken in these directions, and 
we also applaud the Department of National Revenue for 
its use of an advisory committee to assist it in its work. 

(4) The government should take special steps to obtain 
public comment and participation in areas where major 
changes are proposed. We suggest that if major new 
proposals are to be brought forward with respect to the 
capital cost allowance system or deferred compensation 
and pension arrangement, they should be initially re- 
leased in the form of white papers and submissions from 
the public invited. 


It is interesting to note the reference to the United 
States. Canada’s case law closely fellows that of the United 
Kingdom (though cuoting IRC v: The Duke of Westminster, 
14 ATC 77; is becoming unfashionable), while its account- 
ing principles tend to follow those of the United States. 
In spite of this, Canada’s tax laws are peculiarly Canadian 
and, in many areas, rather innovative. 


November 29th, 1973 


THE 


ACCOUNTANT 





LEXIBLE working hours are being 

introduced by an increasingly large 
number of companies. Generally speak- 
ing, the system is appreciated by staff, 
but it can create some problems for those 
responsible for the payroll. Extra cal- 
culations are involved and especially 
where some form of payment is made for 
extra time worked over and above the 
‘standard’ working week, the calculation 
of salaries and wages can become quite 
complicated. 

The other objection sometimes heard 
by office staff who have previously been 
trusted to come in on time is that they 
dislike ‘clocking in’. Many find the idea 
of punching a time clock degrading, or 
that they are being ‘spied on’. A system 
which is claimed to overcome these ob- 
jections has recently been introduced by 
ARC Europa. Known as Plantime, it is a 
system for recording and analysing 
flexible working hours. 


No clock cards 


Being a key-operated system there are no 
clock cards. Each employee has a key the 
same size as a normal door key with a code 
cut into its edge. By means of this code 
the system identifies each individual 
keyholder. 

On arrival or departure the key is 
inserted into a key entry unit. This unit 
incorporates a digital clock and shows the 
time except when a key is inserted. It then 
shows the employee the number of hours 
he has worked during the last period 
and automatically records his time of 
entry or departure. 

Several such key entry units can be con- 
nected to a master control unit which is in 
effect a mini-computer. Here facilities are 
provided for the printing out of manage- 
ment reports from the recorded and 
analysed data. These reports can show 
either total hours worked together with 
variants from standard hours, or the key 
numbers of those employees who have 
checked in or out at the time of printout. 
This latter gives an easy check on viola- 
tions of core time when the two printouts 
coincide with the beginning and end of 
core time periods. 

Various features are provided to cater 
for employees who forget their keys and 
for the automatic calculation of carry-over 
where employees are allowed to ‘debit’ 





Using the ‘Plantime’ system, each employee 
has an individual key. 


or ‘credit’ hours which are carried over to 
the next period. 

The master control unit costs £998 
plus £40 for each memory unit catering 
for up to 64 employees. Key entry units 
for the entrances cost £247 each. For 
organizations with a computerized pay- 
roll a direct input to the payroll com- 
puter can be provided. 

ARC Europa, Shakespeare Industrial 
Estate, Watford. 
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Job Costing for 
Accountants 


COMPUTERISED BUSINESS SYSTEMS have 
introduced a costing system for practising 
accountants known as Costplan. Using 
this system the accountant can adopt a 
basic system and by choosing any com- 
bination of over 30 options build a plan to 
meet hisown specific costing requirements. 

From a basic time sheet maintained by 
each chargeable person the system can 
produce evaluated WIP reports; detailed 
breakdown of costs on each job; and 
summaries of billings showing under/over 
recoveries. Frequency and content of 
reports can be stipulated by individual 
users. 

Operating charges, depending on the 
volume of work processed are said to 
average 4op per client per annum. 

Computerised Business Systems, 67 
Park Place, Cardiff CF1 3AF. 


Largest Yet Data 
Entry System 


COMPUTER MACHINERY have launched their 
new CMC 18, key processing system 
which they claim is the largest and most 
sophisticated yet developed. Up to 64 
keystations can be controlled by one 
system and a 29 million character disc 
is provided for intermediate storage. 
Numerous data validation and edit 
programs are available and standard soft- 
ware includes auxiliary duplication enabl- 
ing repeated entries to be inserted with 
one key depression and automatic insert 
allowing any constant part of a batch to 
be automatically inserted. 

Monitoring has been improved by the 
provision of a supervisor’s CRT display 
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The CMC 18, the latest addition to Computer Machine Company's range of Key Processing 
system. 
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unit and there are numerous technical 
options. Obviously intended for users 
with large data preparation units the price 
of the CMC 18 varies depending on the 
software and hardware delivered. As an 
example a system with 25 keystations 
would rent for £1,760 a month (capital 
value £90,000). 

Computer Machinery, Maxted Close, 
Hemel Hempstead, Herts. 


Mini-computer or 
Time-sharing Bureau? 


HEPWORTH ASSOCIATES is a computer con- 
sultancy which specializes in providing a 
service to accountants who wish to make 
use of data processing either by buying 
a mini-computer or using a time-sharing 
bureau. The consultancy will give advice 
on the best bureau service or machine to 
suit particular requirements, develop 
computer accounting aids and provide 
general computer consultancy and pro- 
gramming facilities. ! 

They claim that their services are 
necessary because most accountants do 
not have the time to investigate the large 
number of time-sharing bureaux and 
equipment now available while investi- 
gating only one or two alternatives is 
obviously not the most efficient way of 
arriving at a decision. 

Although this consultancy refers to 
mini-computers what they obviously have 
in mind is that groups of machines 
variously known as office computers, 
accounting computers and business com- 
puters. The term mini-computer while 
sometimes used in this sense is frequently 
used to mean the basic computing unit 
without the input/output devices needed 
before it can do accounting work. Surely 
it is time somebody decided on a standard 
terminology to describe the smaller 
computer systems? 

Hepworth Associates, 8 Rutland Street, 
Knightsbridge, London SW7 1EH. 


French Computer 
Manufacturer 


LOGABAX is the subsidiary in this country 
of Logabax SA, France. Products of main 
interest to accountants are the Logabax 
4200 office computer system and the 2200 
electronic office system, The former is a 
comparatively large office computer with 
up to 32K central processor, 180 cps fast 
printer and a removable disc backing store 
with up to 14 million bytes per disc, 
giving the system a mass memory 
capability. 

Like most of the larger office computer 
systems the 4200 is modular and a number 
of peripheral devices can be used, depend- 
ing on individual applications. Programs 
can be written on punched cards or tape 
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The Logabax 4200. 


and assembled on the 4200 using a 
modified COBOL language known as 
LOGOL. This enables users who wish to 
do so to write their own programs. 

The 2200 series is based on a smaller 
machine capable of applications such as 
invoicing, book-keeping, payroll, stock 
control and machine loading. The com- 
pany also manufacture a fast serial printer 
which is also used by other computer 
manufacturers and is now being manu- 
factured under licence in the USA. 

Formerly represented in this country 
by Block & Anderson (Bandata Ltd) the 
parent company in France has a long 
history in the precision engineering field. 
They now claim 25 per cent of the French 
office computer market and considerable 
success in various export markets. 

Logabax, 1-7 Wesley Avenue, Acton 
Lane, London NWio. 


3M United Kingdom Ltd's extension to their plant at Gorseinon, near Swansea, where a 
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SOFTWARE SERVICE FOR VRC USERS. A com- 
pany known as Software for Business 
Systems Ltd will deal exclusively with 
systems analysis, design and program- 
ming for visible record computers. The 
parent companies are PMA Consultants 
and Software and Systems Specialists 
both of which have considerable experi- 
ence in this field. 


Orders and Installations 


EDMUNDSON DISTRIBUTION is to install 
Seecheck one of the key-to-disc data 
entry systems manufactured by Redifon 
Electronic Systems, Stratton House, 
Stratton Street, London Wr. Stegcrest 
Ltd, data preparation bureau, the 
London Borough of Bromley and the 
Scottish Milk Marketing Board are 
the three latest customers for ICL’s 
Key-Edit 50 data preparation system. 
Combined sales for Key-Edit 50 in the 
UK are now approaching co systems. 
James Neill (Services) have installed a 
real-time Univac 1106 based order entry 
system using DMSr100. The system is 
for the use of James Neill, hand tool 
manufacturers. 


* * Ki * 


HE SAID IT! Mark Matthews, Microgen’s 
chairman suggests that the acronym 
GIGO (garbage in garbage out) should 
give way to the second generation model 
GIGOM (garbage in garbage out on 
microfilm). The usual reiteration of the 
advantages of using COM (computer | 
output microfilm) follows. But would it 
not be better still if we resisted putting 
the garbage in the computer in the first 
place? 





new magnetic tape coating machine costing £13 million is to be installed, is approaching com- 
pletion The environment where computer tape is manufactured must be clinically clean to 
prevent ‘drop-out’, hence the specially designed building. 
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Stock Broking Company's 


ONTINUING this column’s oc- 

casional series of the accounts of 
leading stock exchange broking and job- 
bing companies, this week’s reprint is of 
the first ‘limited company’ accounts of 
Hoare & Co. Govett, an extremely 
influential stockbroking organization and 
now growing also as money-brokers. 

The accounts, Mr L. R. Seymour, the 
chairman, considers, must be looked at 
with two particular features in mind — the 
relatively big money-broking figures in 
the balance sheet and the large amount 
‘ploughed back in respect of our services’. 

The year under review benefited from 
a high trading level in the early months, 
but subsequently business turned down 
and cuts in commission rates reduced 
income. However, with the addition of a 
far eastern subsidiary operating in 
Hong Kong from last December, just in 
time for the huge speculative boom, gross 
income overall was only slightly in 
decline. 

Less satisfactory is the comparison at 
the pre-tax level of profits. Staff in- 
creased by 5 per cent and inevitably a 
number of costs — office rents particularly 
~ rose sharply. Hoare & Co. Govett have 
deliberately established themselves as a 
business giving a continuing and high 
cost service, and the cost shows up when 
business tails off. In the past year there 
was a 49 per cent drop in pre-tax profits, 
and Mr Seymour admits at this stage 
that ‘for the current year, the prospects 
are not good’, 


DataSTREAM 


The foundation of Hoare & Co. Govett’s 
business is stockbroking, particularly for 
the institutional market. To cultivate that 
market the company provides costly 
research and other services to clients. 
Research effort is fundamental to the 
company’s operations and its analysts 
cover about 85 per cent of the UK 
equity market in depth. 

The data compiled are provided to 
clients through the company’s own 
DataSTREAM system. There are 150 
or so terminals out in clients’ offices, 
giving a choice of some 360 ‘programs’. 


First terminals have been installed on the 
Continent and information on overseas 
markets is being built up. 

Introduction of a basic fee for Data- 
STREAM terminals has been introduced 
and ‘has found a wide measure of 
acceptance’. Scope for DatasTREAM 
development on an international scale 
is considered ‘exciting’, and marketing of 
this service has recently been transferred 
to a separate subsidiary. 

Hoare & Co. Govett are official 
brokers to some 200 UK companies and 
to a small but growing number of 
overseas concerns. The company’s cor- 
porate finance department has been 
enlarged, and in the past year the com- 
pany was involved in raising about £100 
million by new issues — the bulk of it in 
the first half of the year. 


New issues 


New issue business is lucrative but is 
very much a bonus in terms of income. 
For example, in the early part of the year 
under review there was considerable new 
issue activity with the queue for what is 
called ‘impact day’ stretching some 
months ahead. Then market conditions 
changed, and as new issues were put back 
on the ice, the queue melted away and 
since February new issues have been 
bookable virtually at will. 

Hoare & Co. Govett’s institutional 
status serves it well, however, in terms of 
major new issue operations. The com- 
pany has handled the London listing of 
overseas companies,. such as J. P. 
Morgan, Honeywell, and Compagnie 
Bancaire, and has underwritten the cash 
alternative of £54 million of Lloyds 
Bank convertible stock offered under the 
Lloyds & Bolsa International bid. That is 
considered to be one of the largest 
underwritings ever undertaken by a 
single broker. 

But stockbroking is still the funda- 
mental business, and there the pinch is 
between The Stock Exchange’s reduction 
of commission charges on large-scale 
deals (precisely the institutional kind of 
business in which the company specializes) 
and the potential competition from 


Problems 





Hoare & Co. Govett’s portico 


‘Ariel’ — the computer dealing system 
being introduced by the Acceptance 
Houses — again affecting major institu- 
tional deals. 


Fragmentation danger 


The new scale of commissions introduced 
last December is estimated to be reducing 
the company’s gross commission by 9 per 
cent to 10 per cent. The introduction of a 
basic fee for DatastREAM was made 
with a view to plugging the income gap. 

On the subject of competition from 
Ariel, Mr Seymour says ‘Competition is 
a healthy influence and those who regard 
The Stock Exchange as a cartel might 
well look at the many fields in which we 
are competing for international business. 
Fragmentation of the market is another 
matter’. 

He believes that careful attention 
should be paid to the cycle of events on 
Wall Street, where considerable frag- 
mentation and lower commissions were 
followed by financial difficulties in a 
number of broking firms and then by an 
upward trend in commissions again. 

Office efficiency naturally remains an 
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area of cost-saving through capital 
investment. Hoare & Co. Govett’s com- 
puter system has been extended to 
clients’ ledgers and this has helped the 
company to resist the constant upward 
pressure on settlement costs, has pro- 
vided useful management information and 
an improved service to clients. 

Credit control has been tightened with 
benefit to cash flow, and a ‘fair margin of 
spare capacity’ has been provided. 


‘In house’ 


There is now thought to be ‘considerable 
scope’ for expanding private client 


business, particularly in view of the’ 


advice and service offered. ‘However’, 
Mr Seymour says, ‘such business must 
be made profitable’, and it is safe to say 
that Hoare & Co. Govett is not exactly 
the small man’s stockbroker. 

The company’s own share ownership 
is still very much ‘in house’. At June rst, 
about 12 per cent of the issue capital was 
owned by 93 ‘limited’ employee share- 
holders and 2 per cent by limited share- 
holders on the retired list. The balance of 
86 per cent was held by the nine directors 
and twenty-three other employee share- 
holders who, like the directors, had 
assumed unlimited liability for the 
company’s debts. 

Outside capital may be raised before 
long. Mr Seymour says ‘We are actively 
planning the further extension of our 
share ownership’. 

The accountancy profession numbers 
Mr R. J. P. Jenks, F.c.a., and Mr G. A. 
Ralli, F.c.a., as directors. Besides F. W. 
Stephens & Co as auditors, Hoare & Co. 
Govett have Touche Ross & Co as 
consulting accountants. 


Dollar Land Problem 


HALMERS, IMPEY & CO have 

had two problem audits on their 
books for a long time now and although 
one of them — Pergamon Press —is now 
almost clear so far as the auditors’ report 
is concerned, the other — Dollar Land 
Holdings — remains a problem of no 
mean size. 

Dollar Land has been a problem all its 
life, but particularly since 1967. In fact, 
last year the board instructed Messrs 
Bircham & Co and retained counsel to 
survey and record impartially the events 
of the period from January 1st, 1967 to 
June 4th, 1970. The Dollar Land direc- 
tors in their latest report state: ‘The fac- 
tual record prepared by counsel is about 
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to be completed and submitted to leading 
counsel with a request that he collaborate 
with independent New York counsel, as 
he may deem necessary, in order to give 
an opinion, or a joint opinion, as to 
whether there are any steps which should 
be taken in relation to the period of the 
survey and what occurred during it.’ 

The directors’ report admits that no 
estimate can be given of the value of the 
shares and debentures held by Dollar 
Land Holdings in its subsidiary com- 
panies, or of the ultimate ability of the 
subsidiary County Dollar Corporation to 
pay its December 1972 debt of £563,404 
in respect of debenture interest to Dollar 
Land holdings until uncertainties affect- 
ing properties held by subsidiaries in the 
United States can be resolved and a 
revaluation of the properties justified. 

While uncertainty exists concerning the 
properties held — litigation is outstanding 
~ there is consequential uncertainty as 
to the ability of the subsidiaries to 
continue to operate on a going concern 
basis. 

The position of the company has 
changed with the death of Mr S. G. 
Atlas, who made money available as 
became necessary to meet obligations. 
Arrangements for the future are the sub- 
ject of negotiation. 

Chalmers Impey in a long auditors’ 
report draw attention to the legal actions 
outstanding, and comment that while 
group accounts have been prepared on a 
going concern basis, ‘it is questionable 
whether principles of accounting applic- 
able to a going concern should be 
followed’ in view of the present financial 
position and the changed circumstances 
following the death of Mr Atlas. 

Chalmers Impey ‘are unable to express 
an opinion as to (i) the value of the 
investment of Dollar Land Holdings Ltd 
in its subsidiary companies; or (ii) 
whether the group accounts of Dollar 
Land Holdings Ltd show a true and fair 
view of the state of affairs as at December 
31st, 1972, or of the results for the year 
ended on that date’. 

The directors, as in previous years, 
‘fully concur with the opinion expressed 
by the group’s auditors in their report’, 


Smiths Industries’ Accounts 


HE reports and accounts of Smiths 

Industries are full of information, but 
are economic in style. The latter allows a 
presentation of profit and loss account and 
balance sheet in a form making for par- 
ticularly easy reading. 

The profit and loss account appears 
to the left of a double page opening with 
the notes to the right. The following page 
provides parent and consolidated balance 
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373 
42,934 
42 
4,009 


sheets, with comparisons to a single 
central narrative, and opposite the balance 
sheet notes begin with a fold-in — Note 1 
being ‘Accounting Policies’. 

The fold-out provides two more pages 
of notes which are the ones that matter, 
since the fold-in covers, as well as ac- 
counting policies, share capital, capital 
expenditure and contingent liabilities, 
which are items that do not require any 
further reference. The fold-out therefore 
provides the bulk of the balance sheet 
detail. 

Smiths Industries have always been 
strong on additional information in the 
annual report, both statistical and cor- 
porate. ‘Principal Activities and Trade 
Marks’, for example, provides in two 
pages a detailed look at group companies 
and what they do. Another two pages 
detailing the senior management of 
Smiths Industries is exceptional in 
company reporting. 

Smiths’ analysis of turnover and profit 
by product group is particularly well 
done. 


1972 
£'000 
590 
3,377 
3,967 
42,892 
575 
1,276 
4,009 


1973 
Coop 
620 
2,622 
3,242 
32,012 
122 
3,364 
600 
903 
1,503 
3,364 


Hoare & Co. Govett Ltd 
31,890 


Note 
5A 
5B 

7 
8 
9 
10 
41 


} Directors 


The notes on pages [724] form an integral part of these accounts. 


Manchester Guardian 
Protection 


LTHOUGH bankruptcies last year 

were the lowest since 1966, The 
Manchester Guardian Society for the 
Protection of Trade considers in its 
annual review that only ‘a small swing of 
the financial pendulum’ could create 
serious problems for firms operating on 
borrowed funds and lead to a rise in the 
number of business failures. 

The point is made that in spite of high 
interest rates, money is still reasonably 
accessible and many concerns are working 
to a large extent on borrowed capital. 
‘Bad debts are a drain on business and 
can have a spiralling effect. One major 
failure can involve dozens of customers 
resulting, in extreme cases, in the loss of 
many jobs and factory closures. As busi- 
ness relationships become increasingly 
interdependent, the risks of a series 
of companies being affected become 
greater.’ 

The Society issued an average of 600 
reports every working day in its year to 
the end of last September. It has nearly 
10,000 members. The number of debts 
received for collection during the year was 
59,464 and amounted to £7,087,874. 

The Society was established in 1826 
in Manchester to enable the city’s mer- 
chants ‘to assess the financial standing 
of their customers’. It is a mutual non- 
profit-seeking organization controlled by 
an honorary board of directors drawn 
from leading industrial and commercial 
companies. There is no connection with 
the Guardian newspaper. 


Amounts due from subsidiary companies 


Debtors 
Amounts due to subsidiary companies 


Cash and Bank balances 
Taxation 


Market Balances 
Deposits, Money at call 
Market Balances 

Bank Overdraft 

Share Capital 

Reserves 

Convertible Loan Stock 
Shareholders’ Accounts 
L. R. SEYMOUR 

R. J. P. JENKS 


as at Ist June, 1973 
Creditors 


BALANCE SHEET 
Shares in Subsidiaries at cost 
Goodwill 

Current Assets 

Current Liabilities 

Net Current Assets 
Represented By: 


ies 


Compani 


iary 
1973 
£'000 
748 
748 
2,804 
3,552 
600 
1,071 
3,552 


103,458 
100,654 


Note 


Govett Ltd and Subs 


Hoare & Co 





The notes on pages [724] form an integral part of these accounts. 


Market Balances 
Quoted Investments 
Debtors 

Deposits, Money at call 
Cash and Bank balances 
Market Balances 
Taxation 

Bank Overdraft 

Share Capital 
Convertible Loan Stock 
Shareholders’ Accounts 


Creditors 
Reserves 





1972 
£000 
875 
1,630 
42,509 
315 
420 
43,244 
37,595 
900 
2,141 
267 
40,903 
Net Current Assets 2,341 
3,971 
875 
1,239 
1,814 
90 
2,067 
3,971 j 


CONSOLIDATED BALANCE SHEET 
as at 1st June, 1973 


Fixed Assets 
Goodwill 

Current Assets 
Current Liabilities 
Represented By: 
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Butterworths Tax 
Handbook 1973-74 


Edited by David Roberts of Butterworths Editorial Staff. 
Published annually, Butterworths Tax Handbook 
provides the plain text of the Taxes Acts, set out in 
amended form as operative for the current period of 
assessment. The text of the present issue is set out as 
known at 6 August 1973. Section and Schedule 
numbers are conspicuously marked at the top of each 
page, as well as being indexed. ‘In the case of many 
practitioners it is a significant day in each year when 
they receive their copies of the new integrated reprint 
of all unrepealed tax legislation. This is truly a unique 
handbook.’ — Taxes. 


£4-60 net, post free 0 406 50989 1 
Ready early December 


Nelson-Jones and Smith’s 


Practical Tax Saving 


Second Edition 1973. By J. A. Nelson Jones, B.A.(Oxon.), 

Solicitor(Hons.), and Bertram Smith, F.C.A., Er 
The new edition of this highly-acclaimed work 
continues to demonstrate how affairs may be re- 
arranged to produce tax savings, with correct alterna- 
tives shown and pitfalls clearly indicated. The sweep- 
ing changes in the tax laws culminating in the new 
personal and corporation tax systems have been 
taken into account throughout the work. In addition, 
four completely new chapters have been added, 
covering compensation for loss of office, tax and 
estate duty planning for partners, interest paid by 
companies to overseas lenders and periods of working 
abroad. 


£380 net (£4-05) 0 406 536317 
Just Published 


Sergeant on Stamp Duties — 
First Supplement to Sixth 
Edition 

including Capital Duty 

Main work by B. J. Sims, LL.B., Solicitor and E. M. E Sims, 
Solicitor. Supplement by B. J. Sims, Consulting Editor: 


A. K. Tavaré, LL.B., Solicitor, an Assistant Solicitor of 
Inland Revenue. 


With the 1973 supplement, Sergeant continues to 
provide a complete coverage of this rather diffuse 
subject and because of this, is not only held in high 
repute in the courts but is also used in the Stamp Duty 
Office itself. 

The 1973 Finance Act has harmonised the U.K. duties 
on Companies with practice followed in member 
states of the E.E.C. The 1973 Supplement accordingly 
‘Includes a comprehensive account of the law and 
practice on the new Capital Duty which commenced 
on 1 August 1973. Details of the comparable system 
of Capital Duty in Northern Ireland are also included. 


Complete work: £14:00 net (£74-45) 0 406 37029 X 
Supplement alone: £3:99 35 (£3:15) 0 406 37030 3 













Bracketed prices include despatch charges and 
apply to single copies of one or more titles supplied 
by the Publishers direct to retail customers: 
multiple copies are supplied at net price. 





Butterworths, 88 Kingsway, London WC2B 6AB 
Showroom: 11—12 Bell Yard, Temple Bar, London 
WC2 
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says Alan Watson of Panorama 


‘As a television reporter it is my job to investigate 
problems of real concern. There is no more urgent 
problem in Britain today than to find ways of giving 
our older citizens a fair deal. 


‘Last Christmas | reported in a PANORAMA 
programme on the predicament of three splendid 
Old Age Pensioners in Blackburn: Maggie, Tillie 
and Polly. As a result they became nationally known 
and the public response was extraordinary. Many, 
many people wrote in offering money, gifts, and 
their time and labour. 


‘Maggie, Tillie and Polly were delighted and grate- 
ful but there are so many other old people inade- 
quately housed and without proper personal care. 
and attention. The Methodist Homes for the Aged 
can’t help them all but they do provide hundreds of 
older people with a cheerful place in which to live; 
homes where they enjoy privacy and companionship. 


‘But inflation makes this worthwhile service more 
expensive month by month. If the Methodist Homes 
for the Aged ‘are to maintain the standards of their 
homes and expand the work they so want to do, then 
they must ask for your help. | know you will respond 
with a gift because | have already discovered the deep 
concern and generosity of people when they really 
understand the needs of others’. Please bring this 
appeal to the attention 
of your clients when they 
are discussing their Will. 


Methodist 
Homes 
for the Aged 


General Secretary 

Rev. R. J. Connell, M.8.5.,B.A.,B.D. 
1 Central Buildings 
Westminster 

London SWiH SNS 
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ORDER NOW TO AVOID DISAPPOINTMENT 


ACCOUNTANTS’ 
DIARIES [974 


INDISPENSABLE FOR ONE HUNDRED YEARS 


DESK DIARY AND YEAR-BOOK 

Three days on each page with all information. Bound in blue binding case lettered in white foil. 112 in. X 7% in. 
£1°65 including VAT (15p) and postage. 

POCKET DIARY 

Three days on a page with all information, Bound in blue binding case lettered in gold. 5} in. x 3} in, £1°43 including 
VAT (13p) and postage. 


POCKET DIARY 

Three days on a page with information section separate and inserted loosely in pocket at back of diary. Bound in 
blue binding case lettered in gold. £1°65 including VAT (15p) and postage. 

THE INFORMATION SECTION CANNOT BE SOLD SEPARATELY FROM THE DIARY. 


DE LUXE POCKET REFILLS 
Three days on a page with all information, 53 in. X 3}in £1°27 including VAT (12p) and postage. 


DE LUXE WALLETS FOR REFILLS 


(NEW AND IMPROVED STOCK) 

tn good quality Black Morocco leather, silk lined, lettered in gold on front. Two pockets, front and back, form 
wallets which also hold diary refill in position together with elastic in centre. Fitted with leather strap and button 
fastener at side £1°76 including VAT (16p) and postage. 


Order Form 


Gee & Co (Publishers) Limited, The City Library, 151 Strand, London WC2R LU Telephone 01-836 0832 
Please Supply (Insert the number of each item required.) 


Pocket Diary 
with separate information 


Remittance enclosed £ 


PLEASE NOTE DIARY MAIL ORDER TERMS: 
CASH WITH ORDER. Approved Accounts - Strictly monthly from date of invoice. 
% DIARIES CANNOT BE RESERVED UNLESS THESE TERMS ARE COMPLIED WITH. 


ACCT 29/11/73 
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F the sign of the end of a bear 
market is a near-panic style plunge 
then, tc coin a phrase, ‘the end is 
nigh’. But the end of a bear market 
does not necessarily mean a complete 
turn-round from gloom to boom. 


Under current conditions, a bear 
market in equities could possibly end 
because share prices are sold out and 
asset values alone justify holding 
rather than selling. 

There must come a time, for example, 
when British Leyland shares must stop 
falling simply on that kind of count. 
Admittedly it is to a degree bearish in 
itself ta consider that the worth of 
industrial assets becomes a stronger 
stock-market factor than their profit- 
earning power, but there comes a time 
when immediate worth must count. 

Currently, there is an enormous cash 
accumulation within investment ac- 
counts. Unit trusts and investment 
trusts, pension funds and funds of 
various kinds are liquid by reason of 
past equity reductions and the placing 
of new incoming funds into deposit 
rather than market holdings. 

There seems now to be as much of a 
rush to turn investment situations to 
cash as there ever was to seek them in 
the first instance. There is a cash mania 
which bids to outstrip the property 
mania, which is now on the wane for 
fear of persecution by taxation. 

The cash will not readily go into the 
equity market yet awhile, but when 
the hard winter is over, equity invest- 
ment might return to favour. By that 
time the market bids to be lower than 
it is now. 


PREDICTIONS 


Although it is possible to make some 
suppositions concerning the longer 
term prospect, it is extremely difficult 
to predict short-term developments 
under present conditions. The current 
near collapse of the stock-market, for 
example, fulfils many predictions, but 
the factors making for the collapse do 
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not necessarily match those on which 
the predictions were originally based. 
Those who detect the signs of an 
end of a bear market and who profess 
to be able to predict the beginnings of 
a bul! market in the New Year, make 
their prediction on the basis of an 
early General Election on a straight 
Government versus trade unions basis 
with a consequent victory for Govern- 


ment. 
ILLUSIONS 


An interesting trick was played on a 
City luncheon party when the host, 
acting in a style that Sir John Gielgud 
might have envied, said that Bank rate 
had been increased to 15 per cent. 
There was barely an eyebrow raised 
in surprise but merely an assumption 
that there must be something other 
than 15 per cent to the announcement 
because what would 15 per cent do 
that 13 per cent didn't? 
Conversation turned on what should 
accompany 15 per cent Bank rate in 
terms of monetary and credit control 
and in fiscal changes. When the trick 
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was revealed there was a sense of 
disappointment rather than any blush- 
ing confusion at having been taken in. 


PRICES 


Phase IlI on its introduction was con- 
sidered by some commentators to be 
a gambler’s throw on the possibility 
of a downturn in world prices. So far 
the throw has failed. Prices have risen 
to new peaks on the London Metal 
Exchange and paradoxically the pro- 
spect of recession induced by fuel and 
power shortages is at present only 
serving to force prices up lest the 
National Union of Mineworkers’ power 
game is copied in other sectors of 
industry. 

The prospect of exchanging infla- 
tion for that contrary economic mixture 
called ‘stagflation’ is hardly enchant- 
ing. But it is just part of the ‘kaleido- 
scope of possibilities that the City’s 
users of funds have to take into 
account. There is already a touch of 
stagflation in the West German eco- 
nomy and it could spread. 


Rates and Prices 


Closing prices „Tuesday, November 27th, 1973 


Bank of England Minimum Lending Rates 


Money Rates 


April19,1973 .. 84% July20,1973 .. 9% Daytoday.. 9 ~113% BankBills 
May11,1973 .. 8 % July27,1973 .. 113% 7days 9-11 % 2months 134-143% 
May 18,1973 .. 72% Oct.19,1973 .. 111% Fine Trade Bills 3months 133-133% 
June 22,1973 .. 73% Nov.13,1973.. 13 % month .. 113-12 % 4months 133-134% 
2months .. 124-128% 6months 1434-143% 
3months .. 123-1234% 
Finance House Base Rate 
November 1st, 1973. 134% Three Months’ Rates 
Local authority deposits 14% -15 % 
z ? Local authority bonds 154 -1434 % 
FT Industrial Ordinary Index Sterling deposit certificates 15-1 5:3% 
November 27th 1973. 376-4 Euro-sterling deposits 153 -164 % 
Euro-dollar deposits 104 -103 % 
Treasury Bills Foreign Exchanges 
Sept. 21... £10-9826% Oct.26 ..£10-6696% New York.. 2-3510 Frankfurt .. 6:1325 
Sept. 28 .. £10-9384% Nov.2 ..£10 6017% Montreal .. 2-3495 Milan .. 1412:50 
Oct.5 ..£10-8888% Nov.9 ..£107124% Amsterdam 6:4450 Oslo 13-1000 
Oct 12 .. £10-8227% Nov.16 ..£124126% Brussels .. 92-8000 Paris 10-5550 
Oct.19 ..£10-7112% Nov. 23 ..£124777% Copenhagen 14-2150 Zürich 7-4950 
Gilt-edged 
Consols 4% .. 338 Treasury 9% 1994 Se ek .. 76% 
Consols 24%.. 203 Treasury 84% 84-86 We ae . 813 
Conversion 34% ` 294 Treasury 84% 87-90 as ii .. 724 
Conversion 54% 1974 vä .. 964% Treasury 64% 1976 eg e ,, 864 
Funding 34% 99-04 Se Së , 35% Treasury 33% 77-80 .. os «. 674 
Funding 54% 78-80 Ss s 218 Treasury 32% 79-81 be e .. 658 
Funding 54% 82-84 693 Treasury 5% 86-89 ik ša .. 54} 
Funding 54% 87-91 584 Treasury 54% 08-12 sn a ,, 48 
Funding 6% 1993 .. Ke 57% Treasury 24% a +. 202 
Funding 64% 85-87 Pe G .. 66% Victory 4% .. su ie ee 953 
Savings 3% 65-75 .. AS Se .. 894 War Loan 34% Ss 283 
Retail Price Index (Jan. 1962—100) 
Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 147-0 147-8 149-0 152-2 153:2 154-3 155-2 155-3 155-5 156-4 1573 158-1 
1972 159-0 159.8 160-3 161-8 162-6 163-7 164-2 165-5 166-4 168-7 169-3 170-2 
1973 171-3 172-4 173-4 176-7 178-0 178-9 1797 180-2 181:8 185-4 
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Handbook of Computer Management 
edited by R. YearsLey and R. GRAHAM 
Gower Press, £650. 


This is a book of readings aimed at the DP manager or the 
student of computer science. Each chapter is under different 
authorship, most of the contributors coming from industry or 
consultancy. 

The book is divided into four sections. The first, very brief, 
section looks at computing systems and systems analysis in 
general. It deals with the often unexplored question of what a 
computer actually is, and also looks at the meaning of systems 
analysis, and the problem of where systems analysts come from. 

Section two is concerned with buying computer services. It 
surveys, in considerable detail, the processes involved in 
selecting a computer, in choosing software and so on, and looks 
at some of the services available to computer users, such as 
consultants, service bureaux, or third-party leasing facilities. 

The third section deals with the management of the data 
processing function. It concentrates largely on the control of 
computer operations, the setting of standards, training and 
stafing, the audit of computer operations, plus other factors 
such as computer security and office layout, which come under 
the responsibility of the DP manager. 

Finally, there is a brief section on the applications of com- 
puters in business. There is a chapter on computers in finance 
and accounting, which looks, inter alia, at sales accounting, 
stock control, purchases accounting, payrolls and costing. 
Other chapters look at operations research models, production 
management, inventory management, and marketing, and there 
is an interesting chapter on the use of data bases. This section 
is not as rigorous as the ones that precede it. 

This is, in general, an excellent reference book for the DP 
practitioner; it would also prove very useful to the serious stu- 
dent of computer science as a supplement to his other reading 
or study. Being under different authorship throughout, the 
book inevitably varies in quality from one chapter to another, 
and changes in style may prove disturbing to anybody trying 
to read the book right through. But, as a reference book, it can 
be rated highly. 


Dymond’s Death Duties 
VOLUME 1, TEXT; VOLUME 2, STATUTES 


Fifteenth edition by Recrnatp K. JOHNS, 1.8.0., LL.B., and 
Roy R. GREENSHIELD, LL.B. 

Oyez, £25. 

Estate duty becomes more complicated and difficult every year, 
and life would be difficult indeed for those advising on this 
complex subject if it were not for Dymond. 

To take the second volume first, the legislation is now spread 
over the years 1796 to 1973, and there is a tremendous amount 
of legislation by reference involving the most bewildering 
number of cross-references; therefore it is absolutely essential 
to have the extant statutes gathered together in one volume 
with the necessary cross-references. The second volume does 
this, and includes some extremely useful footnotes. 
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Although this second volume covers over 500 pages, it is a 
pigmy compared with the first volume which covers three times 
as many pages and is devoted to exposition. 

The two editors played a principal part in the production 
of the previous edition. Since it was published, Mr Greenshield 
has been promoted to Assistant Controller of Death Duties 
along with Mr Johns; thus we have an exposition written 
by gentlemen who are actually administering estate duty every 
working day of their lives. This naturally adds to one’s con- 
fidence in the book, apart from its already well-deserved 
reputation. 

Although the exposition is so extensive, inevitably some 

subjects are covered more fully than others. This is sometimes 
simply because there is more judicial authority on some 
aspects than on others. 
_ Lack of space prevents any detailing of the many excellencies 
of the book. Therefore, we hope to be helpful by pointing out 
some matters which may perhaps be improved in the next 
edition. 

Many readers of this book have no law reports other than the 
Annotated Tax Cases; it would therefore be helpful if the table 
of cases invariably showed ATC references where these exist, 
e.g., in A-G v. Gretton & Shrimpton and A-G v. St Aubyn. 
On page 253 there is a single sentence which runs to 20 lines; 
it would be helpful if this was either split up into shorter 
sentences or tabulated. 

We would suggest that, at the foot of page 320, the phrase 
‘gifts to non-relatives’ should read ‘dispositions to non- 
relatives’; otherwise the text begs the question. In this con- 
nection, the treatment on page 325 of sections 58 (4) and 59 
of the Finance Act 1940 could well be extended. 

It is fair to say that nowhere does the book really get to grips 
with the meaning of the definition of ‘associated operations’, 
Incidentally, on page 1495 the index of ‘associated operations’ 
does not mention page 1107. All these are, of course, minor 
matters — except, perhaps, the vexed question of dispositions 
to relatives by means of associated operations. 


Value Added Tax in 
the Enlarged Common Market 


edited by Professor G. 5. A. WHEATCROFT. 
Cassell, paperback, £2*50. 


This paperback volume consists of nine chapters by nine 
different authors, together with appendices concerning EEC 
directives on VAT and recommended further reading. There 
are chapters on valued added tax in various countries in the 
Common Market, chapter 7 being on United Kingdom VAT 
and written by Alun Davies. There is also a chapter by P. 
Nasini on the efforts of the EEC Commission to achieve better 
balance among the national VAT systems. 

As the book says, it will be of considerable value to everyone 
engaged in trade across national frontiers, where one or more 
of the countries concerned are in the EEC. Moreover, the 
harmonization programme makes it incumbent on anyone 
trading in any of the EEC countries, even if he has no inter- 
national trade, to find out in what way harmonization is likely 
to affect VAT in his own country. 


RECENT PUBLICATIONS 


Boc on Group Accounts, third edition edited by John C. 
Shaw, B.L., C.A. xv-+428 pp. 10 X 64. Jordans, £9°50. 

PROPRIETORY CoMmPANiEs, by Rodney N. Purvis. a.c.a.(AUST.). 
lii+671 pp. 94 X 64. Butterworth, £12-60. 

COMPARATIVE ACCOUNTING THEORY, by Daniel L. McDonald. 
xii+112 pp. 8x 54. Addison-Wesley, Reading, Mass, $2.95. 
CORPORATE PLANNING AND THE ROLE OF THE MANAGEMENT 

ACCOUNTANT, edited by Philip Sadler and Alan Robson. 125 
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pp. 84x6. Institute of Cost and Management Accountants 
and the Society for Long Range Planning, £2°63. 

Tue Hamsro Tax Guip, by A. S. Silke, F.c.a., c.a.(s.a.), and 
W. I. Sinclair, F.c.a. 230 pp. 9 X 54. Robert Yeatman, £2-50. 

CASES AND STATUTES ON COMMERCIAL Law, by Paul L. Bradbury. 
xvix176 pp. 84x54. Sweet & Maxwell, £225, paperback, 

1'25. 

SE oF Q. & M. Anatysis, by W. A R. Webster. xv-+236 
pp. 94 x 63. Business Books, £4:75. 

Cost AND MANAGEMENT ACCOUNTING MADE SIMPLE, by Joseph 





Social Responsibilities 


Sir, — Mr I. S. Stephenson, in ‘Social responsibilities of 
companies’ (November 8th issue), draws attention to the vague- 
ness of current Government proposals on corporate responsi- 
bility in the White Paper on company law reform. He proceeds 
to argue — fallaciously, I believe ~ that this vagueness will 
automatically result in their impracticality. 

I believe that Mr Stephenson has failed to consider the full 
implications of the prevailing attitude to statute law in our society, 
and that therefore his argument is based on a non sequitur. It is 
increasingly apparent that the present legal framework, defined 
by case law and statute law, is too inflexible and slow to respond 
to the rapidly changing circumstances and standards of modern 
society. Thus ‘the judiciary and Parliament who made the law’ 
in the past were not necessarily totally devoid of morality when 
they made it but, because of the rapid change in society’s 
attitudes, the laws of yesterday do not reflect today’s morality. 

On this basis, it should not be surprising that ‘propagandists’ 
(and others) would regard the 1961 decision in Overseas Tankship 
(UK) Ltd v. Morts Dock & Engineering Co as irrelevant to the 
thalidomide situation today. This inapplicability of historical 
legal, moral and ethical standards is simply one facet of the 
absolute transformation which mankind is experiencing in 
every aspect of modern life; when man’s horizons have changed 
so dramatically over the last two months with the imposition 
of the Arab oil embargo, is it surprising that his concept of 
corporate and social responsibility has altered radically over the 
last five years? 

Traditional statute law is only successful in controlling the 
activities of companies in so far as it is accepted by society as a 
whole. Even then, it is subject to abuse by the more unscrupulous 
operators who find devious means to keep within its letter while 
avoiding its spirit. Thus statute law will only be effective in 
controlling the social responsibility of companies if either it is 
obviously necessary (as the Clean Air Act was) or it can create a 
climate of opinion where it is regarded as unacceptable to act in 
a socially irresponsible manner. 

A prerequisite of company law reform must be the instillation 
into the consciences of industrialists of, above all, a sense of 
trust on behalf of, and responsibility to, society as a whole as 
opposed to just their shareholders in the administration of the 
world’s human and material resources. Such an attitude is 
induced not by rigid regulations specifying which activities are 
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Baggott, B.SC.(ECON.), A.C.M.A. xv-+395 pp. 84x53. W. H. 
Allen, paperback, £1. 
Britisu TAXATION AND THE COMMON Market, edited by Douglas 
Dosser. ix-+180 pp. 9 x 54. Charles Knight, £3-80. 
‘TEXTBOOK OF COMMERCE, second edition by Henry G. Hughes 
and John W. Loveridge. 302 pp. 84 x 54. Butterworth, paper- 
back, £160. 


These books may be obtained from, or through, Gee & Co (Publishers) 


Ltd, The City Library, 151 Strand, London WCaR 1JJ. Amounts quoted 
are the net cover prices; 25p should be added for packing and postage. 


regarded as socially irresponsible, as Mr Stephenson advocates, 
but rather by making people aware of the harmful results of 
such actions. 

The problem is therefore principally one of education, not of 
regulation; education is most successful when there is a teacher 
who can communicate effectively with his pupils. In our present 
situation, the best teacher might well be a ‘Director-General of 
Corporate Social Responsibility’, and the best medium of 
communication a legal right to use television time and newspaper 
space (at cost). I would envisage that he would have the power 
to investigate fully any corporate irresponsible activities referred 
to him, and then to report to the public in full and fair detail on 
the company concerned, the activity and the resultant harmful 
effects. 

His function, being primarily one of education rather than the 
enforcement of a rigid code of conduct, would be vastly more 
flexible to respond to the circumstances applicable at any time. 
The principal regulator of a company’s conduct would be the 
pressure of an educated public opinion and sanctions, and this 
must inherently be the best approach to a problem of social and 
moral attitudes. 

Of course, it may be argued that the public would remain 
indifferent to the irresponsible activities of companies in spite 
of any such educational activities, but I do not believe that this 
is the case. Public awareness is already evidenced, for example 
by the increasingly vehement attacks which are being made on 
property companies through the correspondence columns of 
our national press, and which, incidentally, are only being 
resisted by those with vested interests. f 

Yours faithfully, 


High Wycombe, Bucks. C. H. SWORN, M.A., PH.D. 


LEFTA 


Sir, ~ Your readers may be interested to hear about LEFTA, 
the Labour Economic Finance and Taxation Association. 
Membership in LEFTA is open to all Labour Party members 
who have a practical or professional background in economics 
and finance, and the Association aims in particular to act as a 
vehicle for members who wish to make a sustained contribution 
to the identification and solution of such technical and adminis- 
trative problems as may arise in the detailed application of party 
policies. 

By this letter we are inviting any of your readers who wish to 
learn more about LEFTA to make contact with us by writing to: 

Mrs Anne Bates, 

c/o The Hon. Secretary, 

LEFTA, 

7 Wallgrave Terrace, — 

London SWs oRG. 

Yours faithfully, 
CHARLES WILLIAMS, 
Membership Secretary, 


London SW5. LEFTA, 
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£1,000 Miilion Lancashire 
Development Scheme 


North West Chartered Acccuntants’ 


Dinner in Blackpool 


HE accountancy profession will be 

responsible for the economic well- 
being of the new Central Lancashire 
development in which almost {£1,000 
million will be invested over the next 25 
years, said Sir Frank Pearson, Bt, M.B.E., 
J.P., D.L., M.A., Chairman of the Central 
Lancashire Development Corporation, 
at the annual dinner of the North West 
Society of Chartered Accountants, at the 
Imperial Hotel, Blackpool, on Thursday 
of last week. 

One of the most exciting developments 
in Lancashire was the new town to cover 
some §5 square miles. Its aim, said Sir 
Frank, was to create a focal point for 
growth in the North West Region, to 
enhance the environment for those in its 
area and cater for an increase in popula- 
tion. 

In the past two years the cost of the 

town had risen from £650 million to 
£950 million; half of this was coming 
from private enterprise, 25 per cent from 
local authorities and 25 per cent from the 
Corporation. 
_ This was an enormous amount of 
investment in one particular area; ac- 
countants therefore would be playing a 
large part in the new development. 

The Corporation, Sir Frank stated, 
did not intend to build concrete jungles — 
they were putting a lot of eftort into 
improving the natural environment. 

‘Although much of the expansion will 
be based on existing communities, new 
development will largely be in the form 
of new village communities separated by a 
framework of tree belts and parkland to 
give a pleasant aspect throughout the 
designated area.’ 


Faith in smaller firms 


Mr E. Kenneth Wright, M.A., F.C.A., 
President of The Institute of Chartered 


Accountants in England and Wales, ` 


responding to the toast of the Institute 
proposed by Sir Frank, said that during 
the past four years there had been a major 
restructuring of the practising side of the 
profession where firms had merged, 
formed associations and linked in federa- 
tions. 


There were now more large, and fewer 
medium and small, firms. The profession 
had been adapting to meet the needs of 
the client. 

‘We are well aware that these changes 
are causing much heart-searching among 
those who have chosen not to grow by 
merger or association. 

‘I know that these doubts are being 
increased by fears that the small firms 
may have diificulty in recruiting and 
training students under the new pro- 
gramme of education and training.’ 

But Mr Wright believed there was a 
useful and respectable future for the 
smaller practising units. 


Meeting a need 

“We are a long way off the day when 
every client will be a multi-national 
organization, when every client will need 
highly sophisticated specialist services. 
There will, for the foreseeable future, be 
many clients, corporations and indi- 
viduals whose needs can be fully met by 
the small or medium firm. 


November 29th, 1973 


‘The general practitioner, well known 
by the local business community, who can 
give sound advice, who is personally 
available, who knows his clients well and 
who is trusted by them is a very valuable 
member of our profession,’ declared the 
President. 

The fulfilment of these conditions, said 
Mr Wright, would depend in the main 
on the efforts of each individual and 
firm. 

‘So far as is within our power the 
Institute is trying to help. I suggest that 
any who feel misgivings about the future 
to which I have referred should ask 
themselves some questions: Have you 
read and put into effect the Practice 
Administration booklets — 100,000 have 
been sold and most of them have recently 
been updated? I suggest they provide an 
admirable guide to the good organiza- 
tion of the firm. 


Participation 


‘Have you participated in the inter- 
firm comparison exercises? I believe that 
by comparing your performance with 
that of others you will learn many 
valuable lessons. About goo firms are 
participating this year. 

‘Do you attend courses mounted by 
the Institute or the district society — 
many of them are for the direct benefit 
of the general practitioner and more and 
more people are going to them. Will you 
support the How to Train Forums which 
are designed to help you to fulfil your 
responsibilities to your students. Do you 
make use of the expanding publications 
programme and keep your reading up to 





wits 
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Sir Frank Pearson, Bt., M.B.E., J.P., D.L., M.A., Chairman of the Central Lancashire Development 
Corporation (/eft), with Mr Henry P. Bee, M.A., A.C.A., President of the North West Society, 
Mr E. Kenneth Wright, MA, F.C.A., President of the Institute, and Mr W. Hare, M.A., F.C.A., 


a member of the Council of the Institute. 


November 29th, 1973 


date. Do you keep in touch with your 
colleagues and cross-fertilize ideas. 
‘These are the tests I would apply to 
judge whether a small or medium firm 
can face the future with confidence.’ 
The major divide, said the President, 
was not between the big and small, the 
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national or the local, the metropolitan or 
the country, the specialist or the general 
practitioner — but between the efficient 
and the inefficient. 

Mr Henry P. Bee, M.A., A.C.A., Presi- 
dent of the North West Society of 
Chartered Accountants, proposing the 
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toast to the guests, said that he hoped 
accountants would be able to start their 
work on the development of the new 
Lancashire town next spring. 

Mr John Budd, the Blackpool County 
Coroner, responded on. behalf of the 
guests. 





Accounting ‘Still a Powerful 
British Sphere of Influence’ 


President's Comments at Liverpool Dinner 


HE Institute of Chartered Account- 

ants in England and Wales had the 
experience and interest to help harmonize 
the work of professional institutes in more 
than 50 countries, said Mr E. Kenneth 
Wright, M.A., F.c.A., President of the 
Institute, speaking in Liverpool last 
Friday. 

He said this was one area in which 
the United Kingdom could still be a 
powerful influence. 

Mr Wright was addressing more than 
600 members and guests of the Liverpool 
Society of Chartered Accountants at its 
annual dinner at the Adelphi Hotel. Mr 
J. Anthony Colvin, F.c.a., the President 
of the Society, presided. 

The Rt Hon. J. Selwyn Lloyd, C.H., 
C.B.E., T.D., D.L., Q.C., M.P., Speaker of 
the House of Commons, proposing the 
toast to the Institute, said: ‘It is dificult 
to convince many people that the great 
professions, of which yours is assuredly 
one, exist not only to protect the interests 
of the client, but to promote high stand- 
ards of behaviour — personal and com- 
mercial.’ 


Exporters of know-how 


Mr Wright, responding, said the British 
had long been exporters of accountants 
and of accounting know-how. More than 
8,000 members worked overseas. 

“Today, more than eo countries have 
established professional institutes of good 
standing. Our members have helped 
many of them to develop. Until a few 
years ago, most of these bodies worked 
largely in isolation or, at best, in regional 
groupings.’ 

Today there was a growing apprecia- 
tion that accounting was one profession, 
world-wide, and that there ought to be 
some harmony in the way of work, in 
standards, rules and methods, and ethics. 

"We have common problems and it is 
wasteful and untidy that we should each 


be trying to solve them in our own ivory 
towers.’ 

‘We find ourselves in a fairly central 
position today’, he said, ‘because of our 
association with Europe, our long rela- 
tions with the Anglo-Saxon bodies and 
our ties with the Commonwealth. 

‘We are closely involved, in this first 
year of our membership of the Nine, 
with the UEC — a group comprising most 
Western European accounting organiza- 
tions and, more recently, with the Groupe 
d’Etude - a group of the professional 
organizations of countries in the EEC.’ 

There were still problems to be over- 
come before there was a truly European 
accounting profession, including the reso- 
lution of the dichotomy between the 
regulatory and institutional approach of 
many Continental countries and the 
British pragmatic and self-regulated ap- 
proach. 


The President went on to say that 
there was great effort involved in con- 
tacting accounting bodies overseas 
through the International Committee for 
the Co-ordination of the Accounting 
Profession. 

It meant many meetings at Chartered 
Accountants’ Hall and many overseas 
visits. 

‘Ts all this effort worth while?’ he asked. 
‘Some individual members of the national 
organizations concerned may regard the 
work as remote from their immediate 
problems. Let me emphasize that the 
decisions in Europe and Brussels, at 
least, will be of direct importance to all 


of us, accountants and industrialists 
alike,’ 
Confidence 


To the toast to the City of Liverpool - 
formally proposed by the Liverpool 
Society’s President — the Lord Mayor, 
Councillor Francis Burke, responded. 

He thanked those members of the pro- 
fession who, having their business in- 
terests in the city, were demonstrating 
their confidence in its future. 

The toast to the guests was proposed 
by Mr Colvin and Judge F. D. Paterson, 
Liverpool County Court Judge, re- 
sponded. 





Pictured at the dinner, /eft to right: His Honour Judge F. D. Paterson, Mr E Kenneth Wright, 


M.A., F.C.A., President of the Institute, The Rt Hon. J. Selwyn Lloyd, C.B., C.B.E., T.D., D.L. 
Q.C., M.P., Speaker of the House of Commons, Mr J. A. Colvin, F.C.A., President of the 
Liverpool Society of Chartered Accountants, Councillor Francis Burke, Lord Mayor of Liverpool, 
and Mr K. A. Allan, F.C.A., Vice-President of the Liverpool Society. 
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Charities 


Mr Asuuey asked the Chancellor of the 
Exchequer if he will propose a change in 
the law regarding bequests to charities. 

Mr Norr: I have noted the hon. 
Member’s suggestion. 

Mr ALFRED Morris asked the Chan- 
cellor of the Exchequer what representa- 
tions he has received from Mr William 
Burn, the Chairman of the Spastics 
Society, concerning fiscal reform in the 
charitable field; what reply he is making; 
and if he will make a statement. 

Mr Norr: My right hon. friend has 
received wide-ranging representations 
from Mr Burn and I will be replying to 
him as soon as possible. 

Hansard, November 
answers, col. 25. 


and, Written 


Value Added Tax 


Mr Pavitt asked the Chancellor of the 
Exchequer if he will introduce legislation 
to ensure that medical research sponsored 
by charitable trusts is not liable to value 
added tax. : 

Mr Hicorns: Charities have normally 
borne indirect taxation on the goods they 
have purchased. My right hon. friend 
reviewed the problems of value added tax 
and charities before the Budget in the 
light of all the representations which had 
been received, including those on behalf 
of charitable trusts sponsoring medical 
research. He has decided to aid charities 
by other fiscal concessions. 

Taking full account of the changeover 
to VAT, the cost to the Exchequer of the 
concessions to charities as a whole made 
in the last two Budgets is estimated to be 
of the order of £20 million in 1973~74. 

Hansard, November 2nd. Written 
answers, col. 25. ` 


Company Law Reform 


Dr Grvpert asked the Secretary of State 
for Trade and Industry if, in his pro- 
posals for the reform of company law, 
he will seek powers to require financial 
institutions that have accumulated a stake 
of 5 per cent or more in another UK 
company not to dispose of that holding 
for a minimum period of three years. 

Sir G. Hows: I shall include in the 
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Companies Bill provisions for dealing 
with warehousing and insider trading. 
It would be wrong indiscriminately to 
freeze the holdings of financial institutions 
in particular companies as suggested by 
the hon. member. 

Dr GILBERT asked the Secretary of State 
for Trade and Industry if he will seek 
powers to make it a criminal offence for 
a financial institution, or its directors or 
employees, simultaneously to act as finan- 
cial adviser to another company and to 
hold and acquire shares in that company. 

Sir G. Howe: I propose to make it a 
criminal offence for insiders, including 
professional advisers, to deal in a 
company’s shares for profit when in 
possession of confidential price-sensitive 
information. 

Dr GILBERT asked the Secretary of State 
for Trade and Industry if he will seek 
powers to impose appropriate sanctions 
in cases where financial institutions have 
been involved in major conflict of interest 
situations; and if he will make a state- 
ment. 

Sir G. Howe: I shall be including in 
the Companies Bill proposals for dealing 
with misuse of inside information and 
other potential sources of conflicts of 
interest. If the hon. member has any 
concrete evidence of such misuse, I would 
be glad if he would let me know. 

Hansard, November 5th. Written 
answers, col. 50. 


Value Added Tax 


Mr Fautps asked the Chancellor of the 
Exchequer whether he wil] give an under- 
taking not to impose VAT on books. 

Mr Hiceins: My right hon. friend has 
no plans to impose VAT on books. 

Mr JoEL BarnetT asked the Chancellor 
of the Exchequer how many VAT 
inspectors were originally planned to 
represent the full establishment; and 
what is the size of the shortfall. 

Mr Hicerns: There are no ‘inspectors’ 
as such. Planning was on the basis that 
personal calls to check VAT returns 
would be included in the duties of 
approximately 3.500 to 4,000 staff by 
April 1st, 1974. About 3,400 are at pre- 
sent in post. The deployment of VAT 
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staff is continuously under review in the 
light of experience of the tax. 

Hansard, November 6th, Written 
answers, col. 131. 


Credit Rating Organization 
Mr CARTER-JONES asked the Secretary 
of State for Trade and Industry, in view 
of the hardship caused by credit rating 
organizations which give false credit rat- 
ings without revealing the source of such 
false ratings, if he will consider introduc- 
ing legislation to compel such organiza- 
tions to give their sources of information; 
and if he will make a statement. 

Sir G. Howe: Clauses 133 to 136 of 
the Consumer Credit Bill [The Accountant, 
November 8th] will provide the in- 
dividual with a right of access to all 
information held about him by such 
organizations and a means of requesting 
deletion or amendment of incorrect 
information or amplification of their 
records by a correction notice. Should 
any difference persist between the indi- 
vidual and the organization, this will be 
referrable to the proposed Consumer 
Credit Commissioner for adjudication, 

Hansard, November 8th. Written 
answers, col. 254. 


Value Added Tax 
Mr AsnLeY asked the Chancellor of the 
Exchequer what studies he has under- 
taken into the effect of value added tax in 
reducing the amount of equipment that 
charities are able to purchase for the 
purpose of medical research. 

Mr Hiccins: My right hon. friend 
reviewed the question of value added tax 
and charities before the Budget in the 
light of all the representations which had 
been received, including those on behalf 
of charitable trusts sponsoring medical 
research. Charities have normally borne 
indirect taxation on the goods that they 
have purchased, and my right hon. friend 
has decided to help charities by other 
fiscal concessions. Taking full account of 
the changeover to VAT, the cost to the 
Exchequer of the concessions to charities 
as a whole made in the last two Budgets 
is estimated to be of the order of £20 
million in 1973-74. 

Hansard, November gth. 
answers, col. 272.. 


Written 


Tax Threshold 


Mr JEFFREY ARCHER asked the Chancellor 
of the Exchequer if he will consider raising 
theP11D threshold from £2,000 to £3,000. 

Mr Norr: As my right hon. friend 
announced last March, the Government 
have under review the whole question 
of the taxation of benefits in kind, but I 
have noted my hon. friend’s suggestion. 

Hansard, November 14th. Written 
answers, col. 180. 
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Trade Directories 


Mr Rost asked the Secretary of State for 
Trade and Industry what progress he is 
making on curbing the continuing 
activities of bogus trade directory firms; 
and how many prosecutions have taken 
place. 

Mr Leem HuckrFietp asked the 
Secretary of State for Trade and Industry 
whether he will introduce legislation to 
curb the activities of bogus trade directory 
firms, 

Sir G. Howe: The Unsolicited Goods 
and Services Act 1971 contains provisions 
regulating demands for payment for 
unordered directory entries, and criminal 
proceedings are under way which should 
clarify the effect of those provisions. I 
know of four prosecutions during the last 
few weeks, all of which resulted in con- 
victions. 


Hansard, November 
answers, col. 2. 


rath. Written 


Companies House 


Mr Rosr asked the Secretary of State 
for Trade and Industry how many mem- 
bers of the public have used the facilities 
of Companies House by means of per- 
sonal visits in each of the past three years; 
and what proportion of them came from a 
business address in London. 

Sir G. Howe: The information is not 
available in the form requested. During 
the three years 1970-72 approximately 
1,500,000, 1,700,000 and 1,850,000 files 
were inspected by or on behalf of the 
public. It is estimated that over 60 per 
cent of these inspections were made by 
London-based company agents acting on 
behalf of clients. 


Hansard, November 
answers, col. 13. 


12th. Written 


Mr Rost asked the Secretary of State 
for Trade and Industry why he selected 
Cardiif as a location for the proposed 
move of Companies House, as opposed 
to an alternative site in London or the 
Home Counties. 

Sir G. Hows: There is no suitable 
building available either in London or 
in the Home Counties, nor can the neces- 
sary staff be obtained there, for the 
specialized bulk paper storage and hand- 
ling requirements of the Companies 
Registration Office. Cardiff can satisfy 
both requirements. The principal public 
search facilities will remain at Companies 
House, and all new documents filed to- 
gether with selected information more 
than three years old will be available 
there in microfiche or microfilm form 
for inspection. 


Hansard, November 
answers, col. 111. 
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Europe’s Need for 


Accountants 


Profession’s Leaders Stress the Aim 


HE European Communities’ need for 

a strong and well-developed account- 
ancy profession was stressed by Mr John 
Grenside, F.c.a., Vice-President of The 
Institute of Chartered Accountants in 
England and Wales, when he addressed 
the annual dinner of the Grimbsy and 
North Lincolnshire Society of Chartered 
Accountants last week. 

The EEC Commission, he said, on 
several occasions had indicated its desire 
for the establishment of a unified capital 
market with inter-penetration between 
member states. The aim must be to 
assemble the savings of individuals and 
institutions and make them available to 
those in search of capital. But capital 
markets which sought to attract the 
public’s savings, either by direct invest- 
ment or indirectly through the media of 
banks, financial institutions, pension 
funds or government-sponsored agencies, 
must command the public’s confidence — 
both as regards the manner in which they 
were regulated and conducted and as 
regards the quality of information on 
which investment decisions were to be 
based. 


Minimum requirements 


Mr Grenside urged the Commission not 
to adopt an over-legalistic or prescriptive 
approach in its proposals for company 
law harmonization, but rather to lay 
down minimum requirements for such 
essential matters as the content of 
prospectus-type documents; a company’s 
statutes ; registration ; register of members; 
publication of information; duties of 
directors; annual and extraordinary meet- 
ings; form and content of financial 
statements including basic disclosures, 
audit and timely filing; protection of 
minorities; rights of employees; obliga- 
tions to the environment; conduct of bid 
situations; winding-up and insolvency. 
“Whatever rules are laid down about 
the preparation of annual financial state- 
ments — including, I hope, consolidated 
accounts — and whatever disclosures are 
called for, it will be essential that they be 
supported and monitored by an inde- 
pendent audit. By independent audit, I 
mean an examination carried out by a 


qualified and independent professional 
auditor such as will enable him to express 
an opinion on the truth and fairness of 
the accounts. 

‘The Commission’s wish to improve 
the quality of financial reporting within 
the Community and to extend the scope 
and threshold of the statutory audit offers 
the accountancy profession a challenge 
and an opportunity. The accountancy 
bodies of all nine member states must 
continue to strive for higher and higher 
standards and be ready to meet the 
increasing demand that should arise for 
their services.’ 


Scottish Institute’s 
President at 
Dumfries Dinner 


British accountants’ contribution to 
Europe also formed the theme of the 
Scottish President’s remarks at the recent 
dinner of the Dumfries and Galloway 
Association of Scottish Chartered Ac- 
countants. 

Mr W. N. K. M. Crawford, V.R.D., 
C.A., stressed the need for the six UK 
recognized bodies to strive for a closer 
understanding, so that the profession 
could speak with one voice abroad. British 
accountants, he claimed, were already 
having ‘quite an effect’ upon the Euro- 
pean scene, and he looked forward to the 
day when UK standards would become 
recognized international standards. 


Tribute 


The President was replying to the 
toast of “The Institute of Chartered 
Accountants of Scotland’, proposed by 
the County Convenor for the Stewartry 
of Kirkcudbright, Mr Bernard Maxwell. 
In proposing the toast, Mr Maxwell 
traced the history of the accounting pro- 
fession in Scotland from its earliest 
stages, and paid tribute to its constant 
concern for technical efficiency and 
ethical standards of conduct. 
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Women Students’ Success 


in ICA Exams 


ONGRATULATIONS to Mrs Mary 

Clegg who, as announced elsewhere 
in this issue, was placed first in order of 
merit out of 3,158 candidates and was 
awarded the Stephens Prize in the ICA 
Intermediate examinations. 

Mrs Clegg, who is 23, lives in Man- 
chester, and until last week was articled 
to Mr C. J. Brindle, a.c.a., senior partner 
in Boardman, Woolrich & Partners, of 
Wilmslow, Cheshire. She is now articled 
to Mr G. S. Bramhall, B.A.(ECON.), A.C.A., 
a partner in Burne Phillips & Co, of 
Manchester — having transferred her 
articles ‘to widen my experience and to 
equip myself more fully for post-qualify- 
ing experience’. 

The fact that she was the only articled 
clerk outside London to appear in the 
prize list is a considerable achievement. 
In the words of her previous principal, 
Mr Brindle, ‘her success does not 
surprise me whatsoever. She is, by nature, 
an extremely talented young woman and is 
certainly not without ambition’. 

A graduate in sociology at Stirling 
University, Mrs Clegg studied for the 
Intermediate through a Foulks Lynch 
correspondence course and, as she put 
it, doing a ‘crash course’ with the London 
School of Accountancy in Manchester. 
She may, she says, attempt Part I in a 
similar way. 

She lists as her out-of-work interests, 
music — both classical and pop -the 
cinema and walking. Her husband, whom 
she married last year, is an electronics 
engineer with Hawker Siddeley. 

Another woman student to gain dis- 
tinction in the examinations is 23-year- 
old Julia Mary Kennedy. She was placed 
fourth in order of merit (equal with one 
other) and won the Walter Clifford 
Northcott Prize (equal with one other) 
and the Deloitte-Plender Prize for the 
paper on Book-keeping and Accounts II. 

Articled to Mr M. A. Brecknall, 
B.SC.(ECON.), F.C.A., a partner in Baker 
Sutton & Co, of London, Julia Kennedy 
was educated at Sydenham High School 
where she gained four A-grade ‘A’ levels 
and ten "OT levels in the sciences. After 
leaving Imperial College, with a ‘First’ 
in maths, she decided to ‘give account- 
ancy a try’. She attributes much of her 





Julia Kennedy 


success in the exam to the tutorials she 
received from Financial Training Co. 

Apart from being a keen bridge player 
~she played for Imperial College — she 
is a strong supporter of Crystal Palace 
and, of course, her firm’s football team, 
BSC Casuals. 


TWICKENHAM RESIDENTIAL 
COURSE 


A CONSIDERABLE number of registrations 
have already been received for the resi- 
dential conference on ‘Accounting in the 
twentieth century’ organized by London 
CASS at Maria Grey College, Twicken- 
ham, from December 12th to 14th. 

The Society has, as already announced 
under ‘Roundabout’, been fortunate 
in obtaining a number of distinguished 
speakers who include Sir Ronald Leach, 
C.B.E., F.C.A. senior partner in Peat 
Marwick Mitchell and a member of the 
Council of the Institute, Professor T. E. 
Gambling, PH.D., B.COM., F.C.A., of 
Birmingham University, and Mr J. M. 
Renshall, M.A., F.c.a., Technica] Director, 
ICA in England and Wales. Topics to be 
covered will include human asset account- 
ing, inflation — overall problems, and com- 
pany law — harmonization with the EEC, 

There are still a few vacancies on the 
course, which is open both to articled 
clerks and qualified members. The fee is 
£27 and applications should be sent 
immediately to the Society’s offices, 43 
London Wall, London EC2M sTB. 
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LONDON’S SPECIAL MEETING 
~A FURTHER REMINDER 


As already announced under ‘Round- 
about’, London CASS is to hold a special 
general meeting on January 8th at Char- 
tered Accountants’ Hall, Moorgate Place, 
commencing at 6 p.m. 

The meeting arises from a resolution 
passed at the 1972 annual general meeting 
which criticized the rules of the Society 
in that they limited the scope of the 
Society’s activities. A special committee 
was set up to revise the rules and as a 
result of discussions with the London 
and District Society of Chartered Ac- 
countants a ‘compromise’ was reached in 
that the Society can now hold two meet- 
ings a year. 

Members are requested to make a note 
of the date — the meeting promises to be 
very much a lively one! 


READING’S ANNUAL DANCE 


‘THE annual dinner dance of the Reading 
Branch of London CASS is an event 
which always consolidates relationships, 
not only among the branch’s own mem- 
bers but also with members of other 
professions. 

To be held this year on Saturday, 
January 19th, at the Holiday Inn situated 
at the Slough East exit of the M4, and 
with tickets already in the hands of many 
members and members of London CASS, 
the event would appear to be a guaranteed 
success, 

Those not already in possession of a 
ticket are advised to waste no time in 
obtaining one for the price of {6°50 
(double ticket). Dress is dinner jacket or 
lounge suit. Remaining tickets are avail- 
able from Peter Wagstaff, ‘Elysium’, 
Alexandra Road, Windsor, Berks. Ap- 
plications must be accompanied with 
stamped addressed envelope, and cheques 
should be made payable to CASSL 
Reading Branch No. 2 Account. 


NEWCASTLE COURSE 


Tuose aspects of the examination syllabus 
of the ICA in England and Wales often 
considered to be the most difficult will 
be dealt with during a three-day course 
to be held from Thursday, January 24th, 
to Saturday, January 26th, at the YMCA, 
Ellison Place, Newcastle, for members of 


Newcastle CASS. 


To be conducted by tutors from Caer 
Rhun Hall, the fee for Part I and Part IT 
students is £3 and for Intermediate 
students, £2. There are still a few 
places available and applications to 
attend, together with fee, should be 
addressed to the Society’s Education 
Board, 30 Forest Avenue, Forest Hall, 
Newcastle NE12 9AH. 
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LETTER TO ROUNDABOUT 


London President’s Remarks 
on Integration 


Str, — During the course of his interview 
with ‘Roundabout’ (November rsth), 
Mr Dudley Morse, President of The 
London Chartered Accountant Students’ 
Society, makes certain very enlightening 
remarks about the failure of the integration 
plan. He talks of some small chartered 
practitioners’ fears of ‘debasing their own 
currency in their own areas’, and later he 
is honest enough and big enough to admit 
that in voting against the earlier scheme 
with the old Society he was wrong and 
was moved by feelings which he describes 
as being ‘slightly snobby about being 
“chartered”? 

This is, indeed, all that the high- 
sounding talk (not Mr Morse’s) about 
debasing currency really amounts to, and 
one is tempted to ask what sort of view of 
the realities of business life such views 
reflect, and what real value can be attached 
to the judgements of those whose pre- 
judices are so great that they are unable to 
see clearly where the advantages and future 
of their profession really lie. 

One must hope that as time goes by at 
least a majority of those whose minds are 
so blinkered, will, like Mr Morse, see a 
glimmer of light and discard those pre- 
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judices which so distort their judgement. 
Certainly one must hope that the students 
who follow them will display a higher 
degree of maturity and wisdom. 

Yours faithfully, 


A. W. NELSON, F.c.c.A., PPI, 
Sidcup. 


EDINBURGH STUDENTS’ 
MEETING 


ED8 ~ Accounting for Inflation — has 
predictably aroused a great deal of con- 
troversy both inside and outside the 
profession, and what promises to be a 
further lively discussion on the subject 
will be on December 12th at a meeting of 
the Chartered Accountant Students’ 
Society of Edinburgh. 

The discussion will be led by Mr.J. C. 
Shaw, B.L., C.A., F.C.M.A., J.DIP.M.A., and 
will be held in the Main Hall of the ICA 
of Scotland, 22 Queen Street, Edinburgh, 
commencing at 6 p.m. 


NOTTINGHAM SOCIETY’S 
THREE-DAY COURSE 


Following the success of last year’s course 
of lectures by tutors from Caer Rhun 
Hall for Final Parts I and II students, 
Nottingham CASS is to repeat the course 


THE BALLAD OF AN OUTSIDER 


(From The Accountant of November 29th, 1901 — Plus ça change, plus c'est la 
méme chose) 


Call myself an accountant? Yes, sir I reckon I do. 

Pays better than tramcar driving — that’s strictly between us two. 

I can’t be bothered with exams; they’re not for the likes oi me. 
Pm after my bread and butter — be blowed to the "eh Degree! 

All as you want is a brass plate, and a boy to mind the door 

(Of course, you ’ave to be ready with your ‘two and two makes four’). 
But it’s plenty of cheek as does it — you’ll pinch a job most days — 
And the public’ll never distinguish ’twixt you and them A CA je 

I study the small shopkeepers — that’s where I’m doin’ well — 
Givin’ ’em ‘Business Principles’; teachin’ ’em ’ow to sell 

Takin’ a heap oi credit — see ’ow the trick is done? 

Dozens of fat assignments — a bankruptcy practice won! 

Institute? Why, Lor’ bless yer, they’ve never done nuthin’ yet. 
They’re busy with ‘Annual Meetings’ and ‘Ethical Points’ you bet. 
Sail in and nab their practice; you ain’t got nuthin’ to lose. 

By an bye they'll come whinin’, tyin’ yer bloomin’ shoes. 

Plenty of pars in the papers. Advertise, AD-VER-TISE! 
Etiquette’s nuthin but bunkum; never mind one or two lies. 

Then, when you’re nigh on forty, retire with your well-earned pile. 
Collar a decent mansion, and finish the job in style. 


Bernard Bagnall. 
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from January 2nd to sth at Nottingham 
University. 

The course will commence at 2 pm, 
and the fee is £5, inclusive of luncheon 
on the first two full days- the course 
ends at 12.30 pm on January sth. Further 
details and application forms are available 
from M. Brittain, c/o Singleton, Fabian, 
Derbyshire, Bentinck Buildings, Wheeler 
Gate, Nottingham NG1 2NP. 


LObserver's Column _| 


TOWN AND COUNTRY 


Tue reformers are at it again! Pity their 
zest in putting forward grievances is so 
often in inverse proportion to the 
quantum of thought which precedes 
them. 

A current cry, not far from home, is 
that the profession’s present educational 
structure unfairly favours those living 
in the Metropolis, while students out in 
the proverbial sticks are obliged to rely 
on correspondence courses for their 
exam preparation. 

Our protesters do little more than 
point to the obvious: the inhabitants of 
Lower Cabbage-in-the-Marsh may en- 
joy the purer ozone and stillness at sun- 
set; but they also accept — with traditional 
rural resignation — that sampling the 
delights of Soho on a Saturday night 
might require a special excursion. They 
likewise accept (unlike our misguided 
reformers) that the local accountancy 
tuition service is somewhat inferior to 
that available in the City of London, and 
their only comment on that fact would 
be ‘What do you expect?’. 

A lament also currently, voiced and 
ostensibly more justifiable, is that those 
of somewhat moderate means (financial 
not intellectual — that’s coming — just 
wait!) are limited in the accountancy 
tuition they can afford. This, however, 
is equally true of the food they eat, the 
dwellings they inhabit and the holidays 
they enjoy. The causes of (and conse- 
quently the remedies for) such inequities 
lie much farther back; the present 
situation, is a mere consequence. 

Whatever the remedy, one thing it is 
not is to reduce the goods and services 
of this man-made world to their lowest 
common denominator. 





FOR C.A. 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
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PROFESSIONAL NOTICES 


Fawcrtr, Brown & PInnicer, Char- 
tered Accountants, announce that Mr 
B. H. F. JONES, A.C.A., has been admitted 
to the partnership. 


Montre & Scorr, R. J. FoLey & Co 
and H. T. Perkins & Co announce the 
formation of a new partnership, effective 

-from November rst, 1973, which will 
practise under the style of MORLEY & 
Scotr from Court Place, St Peter Port, 
Guernsey, and The Albany, South 
Esplanade, Guernsey. The U.K. prac- 
tice of Mortey & Scorr will continue 
from the existing London offices at 
Marylebone Road, Stratford and Clap- 
ham, and at Winchester, Staines, Hove, 
Eton and Alton, R. J. Fotey & Co from 
Court Place, St Peter Port, Guernsey, 
and H. T. Perkins & Co from The 
Albany, South Esplanade, Guernsey. 


RowLeEY PEMBERTON RosBerts & Co, 
Chartered Accountants, of 19-23 Lud- 
gate Hill, London EC4M 7PD, and G. E. 
“Hott & Son, of Liverpool and London, 
who have been closely associated for 
several years, announce that they have 
merged their practices as from November 
ist, 1973. G. E. Hott & Son will con- 
tinue to practise in that name but also as 
ROWLEY PEMBERTON ROBERTS & Co. 


APPOINTMENTS 


Colonel Richard J. M. Dawes, A.c.c.A., 
has become Assistant Director and 
Military Commander to the Directorate 
of Army Cost and Management Ac- 
countancy. 


Mr R. A. Dew, A.LM.T.A., is the new 
director of finance of Woking UDC; he 
was previously deputy treasurer of 
Basildon UDC, 

Mr Michael E. Doherty, A.C.A., has 
become financial director of Sime Darby 
London. He was previously a partner with 
Turquands Barton Mayhew & Co. 

Mr David S. Ellis, a.c.a., has become 
company secretary/chief accountant of 
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Wellman Industrial Controls of Anglesey. 


Mr Christopher Godber, B.a.(ECON.), 
A.C.A., has become financial director of 
Betz, UK subsidiary of Betz Laboratories 
of Pennsylvania. He continues as company 
secretary. 

Mr J. G. Dyke, F.c.a., group chief 
accountant of William Mallinson & 
Denny Mott, has been appointed to the 
board of the company. 





ES ES OI 


Sr 
Mr J. A. Urquhart 


Mr J. G. Dyke 

Mr J. A. Urquhart, c.a., has been 
appointed chief accountant of the com- 
mercial activity of Mullard, with effect 
from November rst. 


Mr David Harris, A.C.A., has been 
appointed group management accountant 
of Carreras Rothmans. 


Mr Leslie O’Connor, A.C.C.A., F.C.1LS., 
ARA, formerly regional treasurer of the 
South West Metropolitan Regional Health 
Board, is the new regional treasurer of 
South West Thames Regional Health 
Authority. 





Mr L. O'Connor Mr T. L. Adam 

Mr T. L. Adam, F.c.A., has been 
appointed to the board of Terrapin 
International as financial .director. Pre- 
viously, Mr Adam was financial director 
and secretary of Minnesota 3M Labora- 
tories at Loughborough. 


Mr David Metcalf, F.c.a., has been 
appointed chief accountant and secretary 
of Permali, Gloucester. 


Mr K. R. Packer, F.c.c.a., has become 
director of finance of South Eastern Gas. 


Mr Roger Reeson, A.c.M.A., A.M.B.1.M., 
is the new divisional management ac- 
countant of Showerings, Vine Products 
and Whiteways. 
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DOUBLE TAXATION 
Italy 


The protocol amending the United 
Kingdom - Italy Double Taxation 
Convention which was approved by 
Parliament on July 18th, 1969, has now 
been ratified by the Government of the 
Italian Republic and has entered into 
force. 

The protocol has been published as 
a Schedule to an Order in Council 
numbered SI 1973 No. 1763. 


NEW VAT PUBLICATION 


The tenth and final edition of VAT 
Bulletin, which appeared in November, 
is to be followed by a new quarterly 
publication VAT News. This will be dis- 
tributed, starting in February 1974, to all 
VAT-registered traders (now numbering 
nearly 14 million) as well as to trade 
associations and other representative and 
consultative bodies. 

VAT News will contain matters of 
general concern, as well as mentioning 
‘items of more specialized interest about 
which details can be obtained at local 
VAT offices’. It will also include any 
amendments to VAT notices. 

The VAT (General) (Amendment) 
(No. 2) Regulations 1973 — SI 1973 No. 
1882 — were laid before Parliament 
recently, and are available (price 8p) from 
HMSO or through booksellers. These 
include several changes relating to the 
recovery of input tax by partially-exempt 
traders. ` 


SAVINGS BONDS 
CONVERSION OFFER 


The Treasury has announced that a 
conversion offer will be made to holders 
of 6 per cent British Savings Bonds 
(First Issue) purchased in the period 
September 16th, 1968, to March rsth, 
1969, which mature on March 15th, 
1974, and are repayable on application at 
£102 per cent upon maturity. 

Holders of these bonds who decide 
not to accept the conversion offer should 
apply for repayment. No interest will be 
payable on the bonds after they mature on 
March 15th, 

The list of acceptances of the con- 
version offer will be closed on December 
14th. 


DTI BOOKLET ON 
STARTING IN BUSINESS 


Starting in Business is the first in a series 
of 14 booklets published by the Depart- 
ment of Trade and Industry to assist 
owners of small businesses in solving 
some of their problems and to offer 
guidance on the organizations able to 
provide definitive help. 

Written for the Department by Mr 
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David D Watkins, of the Manchester 
Business School, the booklet aims at 
helping a person evaluate whether to 
found his own business; helping him to 
determine what sort of business is right 
for him; pointing out some of the pitfalls 
met in establishing a new business and 
suggesting sources of assistance and 
advice. The booklet also discusses briefly 
the finance needed and how it might be 
raised, securing planning permission, 
marketing and insurance. 

Other titles to be published soon 
include: Aids to Financial Management; 
Diversification; Finding Commercial In- 
formation and Raising Finance. Further 
details of these free booklets are available 
from local Small Firms Information 
Centres. 


CLAIMS FOR UNFAIR 
DISMISSAL 
Reduced Qualifying Period 

The qualifying period of employment, 
after which individuals may make com- 
plaints of unfair dismissal under the 
Industrial Relations Act, is to be reduced 
from two years to one. The Government 
intends to make the appropriate order ‘as 
soon as possible’. 

The Government is also to begin 
consultation on a limited implementation 
of section 113 of the Act which will, in 
certain circumstances, confer jurisdiction 
concerning claims for breaches of con- 
tract of employment on industrial tri- 
bunals. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


Re-admissions to membership 


The following re-admissions to member- 

ship under clause 23 of the Supplemental 

Royal Charter have become effective: 

Emmanuel Chukwukerf Adiele, B.a.(ECON.), 
A.C.A., Enugu, Nigeria. 

John Edward Michael Anthony Stafford 
Courtliff, a.c.a., Chester, Cheshire. 

Michael George Hocquard, A.C.A., Jersey, C.I. 

Khay Eng Ong, a.c.a., Selangor, Malaysia. 

Thomas Richardson, A.C.A., Bickley, Kent. 

Okon James Udombang, B.SC.(ECON.), A.C.A., 


Nigeria. 
Alfred Charles Robin Warner, A.S.A.A., 
Transvaal, S. Africa. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The next monthly meetings of The 
Accountants’ Christian Fellowship for 
Bible reading and prayer will be held 
on Monday, December 3rd. The general 
subject of this session is Jesus’ statement 
‘By their fruits ye shall know them’, and 
the December meetings will review ‘Joy’ 
in this connection. 

The City meeting will commence at 
1 p.m. in the vestry of St Peters-upon- 
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Cornhill, EC3 (entrance in Cornhill, 
near Gracechurch Street) and will be led 
by Mr Peter Ridge. Buttet lunch will be 
available (charge 30p) during the meeting. 
The parallel meeting in the West End 
will be at the same time in the boardroom 
of the Bible Reading Fellowship, 2 
Elizabeth Street, London SW (op- 
posite Victoria Coach Station) and will be 
led by Mr Jimmy Cotton. Bring own 
sandwiches — coffee is provided. 


LONDON SMALL FIRMS 
INFORMATION CENTRE 


The London Small Firms Information 
Centre is now operational at temporary 
premises and will shortly be moving to 
specially designed offices near Victoria 
Station. It will serve the Greater London 
Council area, Hampshire, Kent, Surrey 
and Sussex. This Information Centre 
is one of a network now being established 
throughout Britain, and will offer a free 
‘sign-posting’ service to small firms and 
people wishing to set up in business. 

Further information is available from: 
The Small Firms Information Centre 
(London & South East), telephone 
o1—-828 2384 or Freefone 2079. 


CURRENT TAX PROBLEMS 


A one-day seminar, organized by the 
Polytechnic of the South Bank, dealing 
with current taxation problems will be 
held on Wednesday, December 5th, at 
St Ermin’s Hotel, London. 

In addition to lectures by Mr R. A. J. 
Bowman, an authority on taxation, 
covering unified personal taxation and 
the company imputation system, the 
seminar will allow time for the con- 
sideration of practical problems. 

Particulars and application forms are 
available from the Department of Ac- 
countancy and Finance, Polytechnic of 
the South Bank, Francis Street, London 
SWiP IDF (01-828 0801). 


POLLUTION CONTROL 


The Polytechnic of North London has 
organized an informal lecture/seminar 
on costing and financial aspects of land 
and water pollution control systems to be 
held at the Polytechnic at 6 pm on Decem- 
ber 4th, in connection with their post- 
graduate Diploma in Pollution Control. 

Speakers will be Messrs F. N. Griffiths 
and M. J. Beasley, together with Mr P. J. 
Chester, F.C.C.A., secretary of Howard 
Humphreys & Sons, consulting engineers, 
who have world-wide experience in this 
field. 

Free tickets are available from Mr A. C. 
Osman, Department of Professional 
Studies, Polytechnic of North London, 
Highbury Grove, London Ne 2AD. 
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CROYDON SOCIETY OF 
CHARTERED ACCOUNTANTS 
Mr William Clark, F.c.c.a., ALL, M.P., 
addressed the Croydon Society of Char- 
tered Accountants recently on the Counter 

Inflation Act, Phase III. 

He believed it was essential that 
current claims for excessive pay outside 
the norm laid down by Fhase III of the 
Government’s counter-inflation order 
should be resisted. 

Mr Clark admitted that unless a 
voluntary system of control could be 
introduced by the trades unions and 
employers, some form of control by 
government would continue after Phase 
IT. 


PHASE Ill: PRICES CONTROL 


Practical guidance on the effects of the 
proposed revised legislation on the 
reporting requirements of Phase III so 
far as concerns price controls will be the 
aim of a morning course to be held by 
the London and District Society of 
Chartered Accountants at the offices of 
the Central Electricity Generating Board, 
Sudbury House, London EC1, on Thurs- 
day, December 13th. 

The course, of special interest to 
financial directors, senior management 
and their professional advisers, will be 
chaired by Lord Redmayne, P.C., D.S.0., 
who is deputy chairman of the House of 
Fraser and chairman of the Retail Con- 
sortium., Speakers will be Mr Ivor 
Lightman, Under Secretary of the Price 
Commission, Mr D. R. Glynn, economic 
director of the Confederation of British 
Industry, and Mr Bryan D. Smith, 
B.SC.(ECON.), A.C.A., manager of Arthur 
Aridersen & Co. 

The fee is rt, including morning 
coffee, gratuities and VAT. Applications 
should be addressed to the London and 
District Society of Chartered Account- 
ants, 56 Goswell Road, London EC1M 
AY (01-253 4518). 


INTERNATIONAL FINANCIAL 
STATISTICS 


The quarterly review, International 
Financial Bulletin, now in its first year of 
publication, is currently being read in 
some 44 countries and is of potential 
interest to all accountants. The Bulletin 
sets out the leading financial indicators 
on a basis of international comparison, 
and is possibly the only one of its kind. ` 
The content includes information on 
money supply, company profits, supply 
and demand for capital on the securities 
market, company share and bond issues, 
industrial share prices and mortgage rates. 

The presentation is statistical and 
visual, comprising tables on each page, 
faced by multi-coloured graphs and 
charts. The 36-page booklet provides a 
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regular updating of the financial picture 
in the principal European countries, the 
United States, Canada and Japan, in 
swift, readable form. A useful thumb 
index makes for quick reference. 

The Bulletin appears in March, June, 
September and December at an annual 
subscription of £25, including postage to 
all countries, and is published by Inter- 
national Economic Services Ltd, 145 
Leadenhall Street, London EC3V 4RA 
(01-588 2830). 


SOUTH-WEST ESSEX GROUP 


Practical and economic use of computers 
for practitioners and companies will be 
the subject of the next meeting of the 
South-west Essex Group of Chartered 
Accountants to be held on Wednesday, 
December 5th at 6.15 for 6.45 p.m. at 
Nan’s Pantry, 772 Eastern Avenue, 
Newbury Park, Ilford. 

Mr D E. Heady, F.c.a., the Group’s 
Secretary, together with a technical 
expert from a computer bureau, will 
present details of a practical and in- 
expensive method of preparing VAT 
returns with the producticn of annual 
accounts as a by-product. Some of the 
standard packages available for preparing 
and maintaining accounts will be dis- 
cussed, including VAT records, ledgers, 
payrolls and stock and time records. 

The fee will be £1-25 including supper, 
or 25p for attendance only. Non-members 
are welcome at similar charges. 


ACCOUNTING IN THE 
NINETEENTH CENTURY 


Ealing Technical College is organizing a 
series of seminars on various aspects of 
business history, the first of which will 
consider accounting in the rgth century 
and will be held on Friday, January 18th, 
at the college commencing at 10.15 a.m. 

In the morning, Dr G. A. Lee, of 
Nottingham University, will talk on the 
concept of profit in industrial accounting 
in Britain, 1780-1900, which will be 
followed by a discussion on the subject. 
After lunch Professor S. Pollard, of 
Sheffield University, will chair a forum 
on the application of accounting prin- 
ciples to business records. Included on 
the panel for this session is Professor 
A. M. Bourn, F.c.a., of Liverpool 
University. 

The fee is £5, including coffee, lunch 
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and tea, Applications should be sent to 
Dr D. J. Oddy, Secretary, Ealing 
Business History Seminar, School of 
Business and Social Studies, Ealing 
Technical College, St Mary’s Road, 
Ealing, London We 5RF. ' 


MODERN AUDITING 
DISCUSSION GROUP 


Mr CG S. F. Manchester, F.c.a., of 
Dunlop Ltd, will introduce the subject 
‘The development of mutual under- 
standing between internal auditors and 
external auditors in the pursuit of their 
respective objectives’ at the next meeting 
of the Modern Auditing Discussion 
Group on Tuesday, December 4th, at 
6 p.m. in the penthouse, St Alphage 
House, 2 Fore Street, London ECz2. 

The group welcomes new members, 
and applications should be sent to Miss 
M. Mannington, Messrs Sydenham, 
Snowden, Nicholson & Co, Chartered 
Accountants, 27 Martin Lane, Cannon 
Street, London EC4R oDU. 


NORTH LONDON GROUP 


The next meeting of the North London 
Group of the London and District 
Society of Chartered Accountants will be 
held on Tuesday, December 4th, on 
‘The Financing of Small Businesses’. 

Mr John R. Pike, a.c.a., of Thwaites, 
Blackwell, Bailey & Co, will provide a 
guide to finding money. He will cover 
‘the practical daily problems, methods 
of presentation, what to do when the 
going gets tough and what the client can 
do for himself’. The evening will include 
the Charterhouse Japhet film The Money 
Maze. 

Group meetings are held at the 
Torrington Arms, Lodge Lane, North 
Finchley, London N12, at 7 for 7.30 p.m. 
Further information about the Group is 
available from the Secretary, Mr A. L. 
Plumpton, F.c.a., telephone o1-445 0242. 


MANAGEMENT ACCOUNTING 
COURSES 


A new series of one-day courses which 
should be of interest to accountants in 
industry is being organized by Manage- 
ment Courses. In December, the topics 
will be techniques for measuring, analys- 
ing and improving return on investment; 
added value techniques and the manage- 
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ment accountant, and ‘Be your own con- 
sultant — how to overhaul your manage- 
ment accounting system’, to be held on 
the 4th, 5th and th of the month 
respectively. 

The speaker will be Dr J. M. S. 
Risk, B.COM., C.A., F.C.M.A., J.DIP.M.A,, 
F.C.LS., F.INST.A.M., F.B.I.M., F.I.M.C. 

The courses will be held at the Prince 
of Wales Hotel, De Vere Gardens, 
London W8, the fee for each being £25 
excluding VAT. 

Further details are available from 
Management Courses Ltd, PO Box 40, 
Amersham, Bucks HP6 5QG. (024-03 


6699). 
HOCKEY 


Chartered Accountants 8 
Chartered Surveyors 3 


The Chartered Accountants? Hockey 
Club had a convincing win over the 
Chartered Surveyors in their first match 
of the season, played on November 13th. 
at the Bank of England Ground, Roe- 
hampton. The strikers, N. and R. I. 
Cranston, dominated the game and 
scored 5 and 2 goals respectively — the 
eighth goal coming from the team captain, 
M. D. Gallant. Although the surveyors 
were no match for the accountants, they 
managed to slip through twice and also 
scored from a penalty shot. 
Chartered Accountants: J. Eggleton, 
P. H. Russell Smith (Cheam), I. F. 
Whiteman (O. Reigations), D. Cumine, 
J. Eveleigh (Kenley), M. D. Gallant, T. 
Ayes (Cheam), N. Cranston (Richmond), 
R. I. Cranston (Tunbridge Wells). 
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the current winner 
The Quantum 10 Policy 


A whole life assurance policy - with or without 
profit - with extremely advantageous terms for 
sums assured of £10,000 or more. The policy is 
designed to provide long-term family protection 
and a means of meeting estate duty liability. It 
may be converted into an endowment assurance 


at any time. FS 


~ ASSURANCE LIMITED 


Head Office: 190 West George Street Glasgow G2 2PA 
Telephone 041-332 6462 









MALE LIFE EXAMPLES 








ANNUAL PREMIUM PER £10,000 SUM ASSURED 






Age next birthday With Profits Without Profits 
| 
70 





£432.90 £246.20 


No policy fee payable 
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VICGFORIA 
YA LGE S Ltd. 


QUOTATIONS WILL BE MADE 
ON REQUEST WITHOUT OBLIGATION 


STOCKTAKING 


Retail, Wholesale & Industrial 


VALUATIONS 


Fixtures, Furniture, Plant & Equipment 








Official Certificates Industrial Stock-checking, 
issued for audit purposes Reconciliation of client’s records 
Detailed Stock Summaries if required and updating — 
prepared for client’s Inventory files compiled for 
information initial computer preparation. 


Observation reports and advice are included where appropriate 
as part of our service to clients 


9 Golden Square, London WIR 4BY 


Telephone 01-434 1718/9/0 
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Canadian Tax Foundation Conference 
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ARE YOUR CLIENTS 
-IN THE SOCIAL SERVICES 


For employers and employees in 
the Social Services — including 
education, health and welfare — to be 
forced into the State Scheme would 
not be to their advantage. This is 
because the State Scheme has, of 
necessity, not been designed to suit 
their particular needs — whereas 
Federated Pension Schemes exists 
specifically to serve the Social 
Services. 


With April 1975 in mind 

FEDERATED PENSION SCHEMES 
has designed new plans, and however 
large or small the organisation, the 
advantages of an FPS plan will almost 
certainly prove considerable to both 
employer and employee. 


MAXIMUM BENEFITS 
Because FPS is non-profitmaking, its 
plans offer greater benefits in relation 
to costs than comparable schemes. 


EXPERIENCED AND PROVEN 
MANAGEMENT 
FPS was founded 45 years ago and is 
closely identified with the social 
services. Similar plans administered 
by it have kept ahead of inflation. 


ADMINISTRATIVE SIMPLICITY 
The employer will have little to do 


Name ` a 
Organisation ____ 


Address ` 


Tel. No. SEN 


RD (e 





E EH 


Please send me full information on FPS’s new plans. 


beyond remitting contributions to 
FPS and notifying them of staff 
changes. 


FLEXIBILITY 
The plans offer wide transferability 
rights and can include part-time and 
manual employees. 


EQUITABLE BENEFITS 
Pensions are based on years of service 
and salary at retirement. They may 
be taken partly in lump sum form and 
may be increased after retirement to 
counteract inflation. 


ADVANTAGEOUS TAX PROVISIONS 
Employees receive full tax relief on 
their contributions and employers’ 
contributions rank as a business 
expense. 


THE BACKING OF THE RNPFN 
The plans are arranged in association 
with and have the backing of The 
Royal National Pension Fund for 
Nurses (founded 1887) a specialised 
mutual life assurance society with 
assets in excess of £50 million. 


WHO'S ELIGIBLE? 
Any employer engaged in a social 
service. Employers in commerce and 
industry with employees working in a 
related capacity (e.g. industrial nurses). 





No. of employees ` 


Federated Pension Schemes, 
‘Rosehill’, Park Road, 
Banstead, Surrey, SM7 3BX. 
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Kepe Wel Thy Tonge 


Y the time these words are read, the immediate than we would seek to restrain other Members of Parlia- 

anxieties of depositors in London and County Securities ment from continuing to practise their professions, or 
should have been resolved — thanks to the intervention of accepting the sponsorship of a trade union. Politics, as the 
such names as First National Finance Corporation, National Liberal leader has himself maintained, are not an art to be 
Westminster Bank and Keyser Ullmann. Major causes of practised in a vacuum, and MPs who can draw on personal 
the company’s difficulties appear to have beenthe prevailing experience of commerce, industry, the professions and 
high interest rates in the money market, and investments of other recognized fields of human activity are the better 


a kind not readily realizable in case of need. able to make an informed contribution to Parliamentary 
The case raises several issues which may be of general business. 
interest to our readers, including the collective responsi- From recent attempts to establish him as a popular 


bilities of directors, the involvement of public figures in scapegoat, Mr Thorpe emerges as a man of dignity and 
business, and maintenance of public confidence in financial honour. A left-handed tribute to his integrity and personal 
institutions. standing was indicated by last week’s slide in LCS share 
Public interest has undoubtedly been centred on London prices following an erroneous report of his resignation 
and County Securities in recent weeks by the presence of from the board. 
the Rt Hon. Jeremy Thorpe, M.P., leader of the Liberal This, unfortunately, is not the only aspect of LCS 
Party, as a member of its board of directors. We venture to affairs to become the target of inaccurate reporting. Earlier 
suggest, indeed, that few laymen would have been likely to 
know other members of the board by name; consequently, 
the case has been widely represented in terms suggesting ON OTHER PAGES 
that Mr Thorpe’s political credit is at stake, and thatthe — ————S—S~SCS«S 


company’s policies (possibly even, in some minds, its Ge Le Ve ioe SESCH ante 
. gegee ` ’ ommittee on Law Preparation: Accountants 
liabilities to depositors) are Mr Thorpe’s personal re- Submissions on Revenue Law 


sponsibility. R : ; 746 Taxation of Share Options and Incentive Schemes, 
This theory is a dangerously attractive piece of nonsense, L. Osborne, AB AA. ATI 
but a nensense none the less. Pace more than one case in 751 Operating with Inflation: 1 — Dynamic Planning and 


recent years in which executives have been, let us say, E Clay, M.A., F.R.G.S., F.l.W.S.P., 


over-influenced by the activities of a single dominant Se Management Information: Control în the 
7156 








738 ICA Expands Technical Directorate 


personality, a company’s commercial policies are the Management Process 

collective responsibility of its board of directors. Powers Dr Barnardo’s Finances 

to restrain directors from hazardous and speculative 765 Fiscal Complexity and Avoidance Measures: 
policies are perhaps not in all respects adequate, but they ca De Annual Meeting 
do exist. Nor have there been any indications that would Sir John Donaldson at Glasgow Dinner 
have remotely justified invoking such powers against the 

former LCS board. 


Popular identification of individuals with events makes Current Affairs 738 | Bulls and Bears 762 
public figures, as others before Mr Thorpe could testify, This is My Life 742 | Letters 764 
exceptionally vulnerable. Neither in general, nor in the Books 749 | Taxation Case 764 
particulzr case, do we see any undesirability or impropriety Finance and Commerce 756 | Student Roundabout 769 
in a politician of Mr Thorpe’s background and undoubted City Notes 761 | Notes and Notices = 771 





personal ability occupying a boardroom chair — any more 
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this year, the resignation of a senior member of Harmood 
Banner’s LCS audit team attracted some publicity, al- 
though the firm — since questions of client confidence were 
also involved — very properly declined to comment. Such 
differences as there may have been lay between employer 
and employee, with the former having the ultimate re- 
sponsibility of laying its name on the line at the end of the 
auditors’ report. 

Against this background, it was somewhat startling to 
read, apropos the latest developments, that ‘Earlier in the 
year, Mr.Harmood Banner, a member of London and 
County’s auditors, resigned from his firm, apparently 
because of serious differences of opinion over the inter- 
pretation of London and County’s figures’ — a thunderous 
and truly Homeric nod from a normally reliable source 
which it is kinder not to identify further. 

LCS was also the undeserved target of a notoriously 
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loose reference by Mr Dennis Skinner, M.P. (Bolsover, 
Lab.) on October 22nd, when he accused it (apparently 
on the strength of an isolated transaction by a recently- 
acquired subsidiary) of charging second mortgage rates on 
a scale worthy of inclusion in the Guinness Book of Records, 
and claimed — quite erroneously — that ‘the auditor of the 
[company’s] leading subsidiary’ had resigned. Under- 
standably enough, Sir Geoffrey Howe, oc, maintained 
that the available evidence was not such as to warrant a 
DTI investigation; but commentators have not hesitated 
to date the decline in LCS’s fortunes from this point. 
Confidence and goodwill are delicate plants; difficult 
perhaps to define in balance sheet terms, but whose growth 
may be destroyed in a day, to the prejudice of innocent 
third parties. As Chaucer wrote in The Persones Tale — 


‘The first vertu, sone, if thou wolt lere 
Ts to restreyne and kepe wel thy tonge’. 





ICA Expands 
Technical Directorate 


AR-REACHING changes in the "rr" 
committee structure and organiza- 
tion of its Technical Department were 
announced last week by the Council of 
The Institute of Chartered Account- 
ants in England and Wales. Central to 
the new organization will be a “Tech- 
nical Directorate Planning Committee’, 
charged — under the chairmanship of 
Mr Stanley Kitchen, F.c.a. — with the 
co-ordination of policy on the technical 
front and allocation of resources. 
The .reorganization highlights the 
importance attached by the Council 
to the development of its technical 
effort. The last three years have seen, 
among other major developments, the 





mitting himself to any particular date, 
he was ‘hopeful’ that the first draft 
standards would be ready for exposure 
in mid-1974. The new Companies Bill 
might well impose further responsi- 
bilities on auditors as well as calling 
for more detailed disclosure of infor- 
mation from companies. 

Mr Stanley Wilkins, F.ca., of 
Deloitte & Co, becomes chairman of 
the ‘Financial Management and Re- 
porting Committee’. Replacing the 
present Technical Committee, this 
will concentrate its emphasis on the 
interests of all accountants concerned 
in the field of financial management. 

An ‘Insolvency Services Committee’ 
has also been set up within the general 
area of existing Parliamentary and 
Law responsibilities, headed by Mr 
W. G. Mackey, F.c.a. The Institute 
is already well aware of the hardening 
attitude of the DTI and the Courts 
towards cases of default by liquidators, 


introduction of accounting standards, 
the assumption of enormous new 
responsibilities in the EEC — in which 
the Vice-President, Mr John Grenside, 
F.c.A., has played a leading part — and 
the adoption of a more positive ap- 
proach to new legislation, particularly 
in taxation and company law. 
Another major development is the 
establishment of an ‘Auditing Prac- 
tices Committee’ under the chairman- 
ship of Mr David G. Richards, 
F.C.A., a past Chairman of the London 
and District Society of Chartered 
Accountants and a partner in Harmood 
Banner & Co. This committee will 


Mr Stanley Kitchen, ICA’s new 
Technical Supremo 


have the responsibility of doing for 
audit standards what the Accounting 
Standards Steering Committee has 
been doing for accounting standards. 

Speaking of his new responsibilities, 
Mr Richards suggested that the com- 
mittee would have plenty of material 
to work on; he anticipated that its 
task would be, if anything, more 
difficult than that of the ASSC, since 
there were fewer visible external land- 
marks against which audit standards 
could be measured. Without com- 


and has reminded members who accept 
office as such of the serious and specific 
statutory responsibilities which are 
thereby assumed (The Accountant, 
April 27th, 1972). The primary func- 
tion of the new committee, however, 
will be to provide machinery for con- 
sidering a possible review of UK in- 
solvency law (which, in the words of 
Mr Grenside last week, is ‘terribly 
old-fashioned, though a lot of it is by 
no means unsatisfactory’) and its 
harmonization with the significantly 
different systems of Continental 
Europe. 

To mark the increasing importance 
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Mr Stanley Wilkins 





and responsibilities of the Institute’s 
technical arm, two senior members of 
the staff of the Technical Director — 
Mr J. M. Renshall, M.A., F.c.A. — have 
been designated Deputy Technical 
Directors. Mr C. A. Westwick, B.sc. 
(ECON.), F.C.A.. will have special 
responsibility for long-term planning, 
research and publications; and Mr 
J. D. Winters, F.c.a., for work on 
accounting standards, financial man- 
agement and auditing practices. 

Welcoming the new structure, Mr 
Grenside said at a press conference 
last Friday: ‘Our immediate aim is to 
develop much more material of im- 
mediate practical use to members. The 
success of accounting standards and of 
the practitioners’ interfirm comparison 
show that we recognize and can res- 
pond to the needs of our members. 
Now we plan to give powerful help 
and support to members in the field 
of auditing, through the Auditing 
Practices Committee, and to all classes 
of members — those in finance, com- 
merce and industry, as well as those 
in public practice — through the new 
Accountants’ Digests series [The Ac- 
countant, November 1st] which will 
concentrate on down-to-earth, hard, 
usable information.’ 


Accountant Redundant 
on Computerization 


OMPENSATION of £2,110 for 

the unfair dismissal of a former 
chief accountant was upheld by the 
National Industrial Relations Court 
recently. 

The appellant, Mr K. J. Hedger, of 
Sunderland, had been told that his 
services would no longer be required 
after his employers decided to com- 
puterize their accounting records and 
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Mr J. M. Renshall 


to appoint another senior accountant. 
He had been receiving a salary of 
£3,250 a year, and complained that 


. the award of £2,110 by an industrial 


tribunal was inadequate. 

His former employers also appealed 
against the amount of the award, 
contending that the tribunal’s assess- 
ment of Mr Hedger’s case had been 
erroneous. In the event, the NIRC 
dismissed both appeals. 


Progress of 
Exposure Drafts 


Ta? of the Accounting Standards 
Steering Committee’s long ‘tail- 
back’ of exposure drafts awaiting con- 
version to definitive standards of 
practice are now feady to go before 
the participating Councils for final 
approval, it was officially announced 
recently. They are EDg ‘Accounting 
treatment of grants under the Industry 
Act 1972’ and EDro ‘Accounting for 
value added tax’ (The Accountant, 
March ist and May 3rd). 

Another early statement of standard 
practice is to be based on ED7 ‘Ac- 
counting for extraordinary items’ (The 
Accountant, July 6th, 1972). This, 
according to Mr J. M. Renshall, 
M.A., F.C.A., Technical Director of the 
English Institute, was now ‘well for- 
ward’ and likely to be processed before 
very long. 

Issue of a. definitive standard on 
valuation of stock and work in pro- 
gress (ED6, The Accountant, May 18th, 
1972) has been deferred pending 
clarification of the attitude. of the 
Inland Revenue to some of the issues 
raised. A further meeting between 
ASSC and Revenue representatives 
is being held this week. An Institute 
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spokesman said recently that ‘If we had 
not to consider the Inland Revenue 
attitude, this standard could get off 
the ground very quickly’. 

ED3, on accounting for acquisitions 
and mergers, is still in deadlock, as 
reported in The Accountant for Octo- 
ber 4th; further progress in the im- 
mediate future is not foreseen, unless 
the Companies Bill happens to deal 
with the point of law which has been 
raised. Comment from within the 
accountancy profession recently has 
suggested that this topic, in view of the 
difficulties of definition involved in 
differentiating an acquisition from a 
merger, may have been over-ambitious 
for an early venture. 


Limited Liability for 
Professional Practices? 


NTEREST in the question of limited 

liability for professional practices 
has been stimulated by this week’s 
announcement that the Council of the 
Royal Institution of Chartered Sur- 
veyors is to take the views of its 
membership on ‘the associated ques- 
tions of practice under limited liability, 
professional business finance and in- 
demnity insurance’. 

The RICS proposals are based on 
the report of a working party which 
has given the problem close and 
comprehensive study over the past 18 
months. It is envisaged, first, that 
members would be able to limit their 
liability in writing on a particular 
assignment, provided that the amount 
was covered by professional indemnity 
insurance; secondly, that professional 
practices may be incorporated as 
limited companies subject to certain 
safeguards. 

These, it should be noted, are 
relatively strict. On present indications 
the RICS Council would be prepared 
to countenance such incorporation 
only on terms of a minimum paid-up 
capitalization of £5,000 per director 
or £25,000 (whichever is the greater) 
and professional indemnity cover to a 
minimum of either {£250,000 or the 
average of the last three years’ fee 
income. An auditor’s certificate of 
compliance with these requirements 
would be needed annually. 

Other professions are believed to be 
watching the RICS proposals with 
interest, though it is not certain 
whether, or how soon, they may feel 
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Association’s Membership Secretary. 
Miss Doreen Newall, a member of the staff of 
The Association of Certified Accountants 
since 1947, has been appointed Secretary — 
Membership with effect from January 1st, 
1974. She has previously held the appoint- 
ments of administrative assistant and of 
assistant secretary. 

Her duties in connection with district 
society organization and the Association's 
Benevolent Fund have made her well known 
to many members. Among her leisure 
interests, Miss Newall is a talented mezzo- 
soprano and a frequent competitor at music 
festivals. 


able to follow suit. So far as account- 
ancy is concerned, the position is 
effectively governed by the Companies 
Act 1948, which prohibits one limited 
company from acting as auditor, 
receiver or liquidator of another. 

Authoritative comment suggests 
that no change in this position is to be 
expected in the forthcoming Com- 
panies Bill, nor have the allied ac- 
countancy bodies included it in their 
representations to the DTI. Though 
the present rules are widely felt to 
impose an unreasonable burden on 
partners and prospective partners in 
professional practices, a relaxation 
allowing limited companies, in parti- 
cular, to perform audits would not 
necessarily operate to the profession’s 
advantage. 


Doubie First 


ONDON chartered accountants 

held their first musical evening last 
Thursday in Chartered Accountants’ 
Hall, entitled ‘Learning about Jazz’. 
Mr Halmer Hudson, better known 
for his lectures on taxation subjects, 
turned out to be a life-long collector 
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of jazz records and something of an 
expert on the subject. 

About go jazz enthusiasts including 
their ladies were entertained with selec- 
tions from the history of 50 years of 
recorded jazz, with visual illustrations 
including films of Jack Teagarden, 
André Previn and Duke Ellington. 

The House of Commons Jazz 
Society was represented by Mr Arthur 
Davidson, MP for Accrington and 
Mr Marcus Lipton, MP for Brixton. 
After the music the Society held its 
first wine and cheese party, during 
which it was decided to form a Jazz 
Appreciation Society for chartered 
accountants which will hold regular 
meetings. 


Higher Minimum Charges 
for Incorporation 


HE minimum registration fee for 

a company limited by shares is to 
be increased from {20 to £50, under 
draft regulations (the Companies 
(Fees) Regulations 1973) published 
last week by the Department of Trade 
and Industry. Changes of name, 
which are officially estimated to in- 
volve the Registrar in up to 80 per 
cent of the work of a new registration, 
will cost £40 in place of £10. 

The aim of these changes, it was 
officially stated, is to reduce the 
administrative burdens, both on com- 
panies and on the DTI, arising from 
operation of the present Schedule III 
to the Companies Act 1967. The 
schedule involves a scale of no less 
than 524 steps in the fee payable on 
registration of a company limited by 
shares, or 64 steps Tor a company 
limited by guarantee, with the neces- 
sity to make a fresh return each time 
a scale point is passed in terms of 
nominal capital or registered member- 
ship. Introduction of a standard £50 
fee for all new incorporations, com- 
bined with capital duty levied on 
paid-up rather than on registered 
capital, is intended to encourage 
companies to register their likely 
requirements at the outset. 

Though the proposed increases 
have been attacked, particularly by 
company registration agents, as dis- 
proportionate, the DTI view is that 
simplification of the complex 1967 
scale will enable Companies House to 
give a more expeditious and efficient 
service, and that the benefits of 
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corporate personality have perhaps 
been too cheaply available in the past. 
If a fee increase of £30 is a crucial 
factor, the company’s stability may 
perhaps be open to question. 

New company registrations during 
the first ten months of 1973 totalled 
55,144, a 25 per cent increase over the 
corresponding period of 1972. Of 
5,945 registrations during the month 
of October 1973, 4,459 were with 
nominal capital not exceeding £100. 


Accountant Guilty of 
Revenue Fraud 


HE likelihood that a chartered 

accountant convicted of Revenue 
offences would be struck off the 
register of his profession was ‘the real 
punishment’, a judge said last week. 
At the Old Bailey, Mr Leonard 
Waltzer, F.c.A., pleaded guilty to seven 
counts of an indictment alleging 
common law fraud by rendering false 
business accounts to the Inland 
Revenue. 

He was fined £75 on each count, 
the Crown electing not to proceed on 
a further seven counts. 

The offences related to the affairs of 
former clients of his practice at 257 
Seven Sisters Road, London N4. He 
was alleged to have understated re- 
ceipts in some cases and exaggerated 
expenditure in others, with the object 
of reducing the total liability to tax. 

Mr Waltzer, who was said to have 
one previous conviction for falsely 
claiming sickness benefit, was also 
ordered to pay the Inland Revenue’s 
costs. 


American Institute 
in 1972-73 


EMBERSHIP of the American 

Institute of Certified Public Ac- 
countants has soared from 65,000 in 
1960 to more than 1§1,000 today. 
The AICPA’s annual report for 1972- 
73, published recently, includes an 
interesting statistical analysis of mem- 
bers’ principal activities. 

Since 1960, there has been a marked 
decline in the percentage of members 
practising alone or in firms with 
fewer than ten partners, with a 
corresponding increase in the big 
firms — particularly the 25 largest, 
where nearly 40 per cent of the prac- 
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Squeeze your spare cash 
while it’s there 


Ask Williams & Glyn’s 


Surplus cash can be an embarrassment— because 
it isn’t easy to make the most of it. To squeeze the highest 
return out of surplus funds you need to use the highly 
specialised money markets. 

That’s where Williams & Glyn’s Bank can help you. 
Below £10,000 our rate is limited to 93%. Above that —and 
there is no upper limit—we can offer you two highly com- 
petitive deals on your money. You can have a good yield 
for a fixed term; or we can arrange a negotiable certificate 
of deposit—in dollars or in sterling— which can be sold 
before its maturity date, so that you don’t have to tie your 
money up for a fixed period. 

Either way we like to be flexible about the deal. 
No two business customers are alike; each bid we make 
for a deposit is individually negotiated, and we deal in 
currencies as well as sterling. 

Call in to see the Manager of your local branch. 
Check the address in the Yellow Pages. Or. call or write to 
The Treasurer’s Department for sterling deposits (tele- 
phone: 01-623 4356), or the Foreign Exchange Department 
(telephone: 01-623 3586) for other currencies. We’ll do our 
best to squeeze a good deal out of it for you. 


WILLIAMS & GIYN'S BANK 3% 


67 Lombard Street, London EC3P 3DL, and Branches. 
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What’ the 


growing rate fora 


Property Growth 
Retirement Annuity? 


— 35.5% to date. 


The progress of our Retirement Annuity through all economic conditions: 
Fund is pretty impressive. Launched only commercial and industrial property. 
in February last year and managed bya There are two types of contract — 
specialist investment team with a proven Single Premium with the facility to pay 
record, it has already produced a growth additional premiums at any time (minimum 
of 35.5%. £250) and Annual Premium with complete 
This is the kind of growth that offers flexibility of the amount payable from year 


the self-employed a real chance of to year (minimum £100). 


accumulating a substantial sum to provide On Annual Premium contracts premiums 
them with a realistic pension during can be paid monthly. 

retirement. And it’s been achieved because If you'd like our brochure on the subject 
this Fund is linked to an investment sector or just want to brush up on a detail, havea 
that has maintained consistent growth word with Ray Pickering on 01-928 0381. 





PROPERTY GROWTH ASSURANCE 


Chief Administrative Office : 
111 Westminster Bridge Road, London, SEI 7JF. Telephone: 01-928 0381. 
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tising membership are now partners. 
Comparative figures in each category 
are: 





Per cent 
I973 1G60 
One-member practices 209 295 
Firms with from 2 to 9 
Institute members 3r5 392 
524 68-7 
Firms with 10 or more 
members, 8-7 6-7 
except 
The 25 largest firms 389 246 
Total practising mem-. —— 
bership I00'O I00ʻ0 


The American Institute’s practising 
membership at August 31st, 1960, 
was 26,422, and at July 31st, 1973, 
55,073. 

In the non-practising field — a 
majority, as in the UK, of the total 
membership ~ the proportion of 
members employed as staff assistants 
in public accounting firms has de- 
clined from 68-8 to 59°8 per cent over 
the same period, while the Institute’s 
representation in ‘business, industry 
and miscellaneous’ has increased from 
25°9 to 33-6 per cent of the non- 
practising total. Members in education 
and in government service together 
amount to between 5 and 7 per cent 
— small in percentage terms, perhaps, 
though amounting to more than 6,000 
persons in 1973. 

The AICPA’s ‘Professional De- 
velopment Board of Managers’ reports 
an encouraging increase in the num- 
ber of members participating in its 
courses over the past three ‘years: 
25,673 iN 1971, 30,423 in 1972 and 
an estimated 35,000 in 1973. Insti- 
tute policy, it has previously been 
reported (The Accountant, June 24th, 
1971), is moving in the direction of a 
mandatory minimum participation in 
professional development courses as a 
pre-condition of renewal of a CPA’s 
practising certificate. 


Canada to Review 

Auditor-General’s 

Functions 

AN independent committee study — 
the first of its kind since federa- 

tion — into the function, duties and 


responsibilities of the office of the 
Auditor-General of Canada has been 
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announced by the present occupant, 
Mr James J. Macdonell, F.c.a. 

The move will delay action on 
Canada’s new Auditor-General Act 
that had been drafted in 1972. Mr 
Macdonell said that those sections of 
the present Act that define the duties 
and responsibilities of his office had 
remained substantially unchanged for 
decades. 

‘During the same period,’ he said, 
‘near-revolutionary changes have oc- 
curred and are occurring in profes- 
sional accounting and auditing. Before 
new legislation is introduced there 
should be a thorough review of all 
aspects of the Auditor-General’s func- 
tion within the context of present-day 
conditions.’ 

Mr J. R. M. Wilson of Toronto, 
recently retired senior partner of 
Clarkson, Gordon & Co, and a Past- 
President of the Canadian Institute of 
Chartered Accountants, has been ap- 
pointed chairman of the review com- 
mittee. The other members are Messrs 
Marcel Belanger of Quebec City, 
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chartered accountant and former chair- 
man of the Quebec Royal Commission 
on Taxation; and A. Lorne Campbell, 
senior partner in the Winnipeg law 
firm of Aikins, MacAulay and 
Thovaldson and a Past-President of 
the Canadian Bar Association. 


Actuaries’ Contribution 
to Company Law 


CTUARIES welcomed the Insur- 
ance Companies (Amendment) Act 
1973, the President of the Institute of 
Actuaries — Mr Geoffrey Heywood, 
M.B.E., F.L.A., F.F.A., F.LS., F.S.S. — said 
recently. It was gratifying to note how 
many of the Institute’s ideas had been 
incorporated into the Act, particularly 
in strengthening the position of the 
actuary in life assurance companies. ` 
No UK life company had failed 
within living memory, he added, and 
such an event would be ‘catastrophic’. 
The profession recognized the import- 
ant responsibilities which it carried in 


Two-tier Boards Harmful in UK 


NITED KINGDOM companies 

would find it ‘most harmful’, in 
the view of the Stock Exchange, to 
have forced upon them the rigid two- 
tier board system conceived in 
countries with a precisely-formulated 
code of law, in place of the present 
system. In representations to the 
DTI on Part IT of the Government’s 
White Paper on company law reform 
(Cmnd 5391), the Exchange advances 
four major reasons against adoption of 
the two-tier board in the UK; 


(1) In Continental Europe, a major 
‘ part of equity capital is held by 
banks, and liaison between certain 
privileged shareholders and the 
supervisory board is relatively easy. 
In the UK, with a far wider 
spread of shareholders, such liaison 
would not be possible; moreover, 
privileged shareholders are liable to 
receive insider information. 


(2) Division between management and 
supervision results in the super- 
visory board having responsibility 
for performance without themselves 
taking management decisions. By 
contrast, there is no reason why a 
UK non-executive director should 
find himself in this unsatisfactory 
position. 


(3) Imposition of the supervisory board 
as a buffer between shareholders 
and management would seriously 
reduce the former’s powers, in- 
cluding that of appointing and dis- 
missing the management. Some 
Continental companies have found 
themselves subjected to a form of 
self-perpetuating management 
whom shareholders are powerless 
to dislodge. 


(4) The two-tier board is contrary to 
the well-established UK concept of 
the collective responsibility of 
directors to their shareholders. 


The Stock Exchange Council re- 
affirms its support for widening and 
strengthening the role of the non- 
executive director. 

Anticipating the forthcoming Green 
Paper on employee participation, the 
Exchange is opposed to legislation 
‘which might have the effect of eroding 
the principle of the collective res- 
ponsibility of the board towards its 
shareholders’. It also makes the point 
that price-sensitive information which 
may be disclosed to employees in the 
course of collective bargaining should 
simultaneously be released to all 
shareholders. 
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preventing such a failure from 
occurring. 

Mr Heywood was responding to the 
toast of the Institute, proposed at 
its dinner in London by the Rt Hon. 
Peter Walker, Secretary of State for 
Trade and Industry. He also an- 
nounced the foundation of a chair of 
actuarial science at the City Univer- 
sity, with Dr Bernard Benjamin, a 
Past-President of the Institute, as its 
first incumbent. 


Endowment of this chair has been 
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made possible by the generosity of 
the Life Offices’ Association, the 
Association of Consulting Actuaries 
and an anonymous charitable trust. 


Improving Practice 
Administration 
PDATED and revised editions of 
four books in their ‘Practice Ad- 


ministration’ series have been pub- 
lished recently by The Institute of 
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Chartered Accountants in England 
and Wales. New versions of Towards 
Better Fees, Professional Practice In- 
surance, The Organization of a Prac- 
tising Accountants Office and The 
Constitutional Arrangements of an Ac- 
countant’s Practice, are now available 
to bring accountants up to date with 
the latest developments in these areas. 

Copies of these books are available 
from the Publications Department, 
The Institute of Chartered Account- 
ants in England and Wales, Char- 





THIS IS MY LIFE 


Seizing 
Opportunities 


by An Industrious Accountant 


UR registrar implements our decisions about investing 

or disinvesting the pension company’s funds, after 
details are hammered out by a committee made up of two 
directors and myself, with the financial accountant as 
secretary. Oddly enough for one of our profession, the FA 
is not portfolio-oriented by nature, but he performs 
reasonably well. 

Last month he was sick when we convened, so the 
registrar stood in. We held a lot of cash on deposit, so 
policy establishment was needed, but being up to the neck 
in salary adjustments I hadn’t done my homework. The 
others were as bad, and the meeting waffled and wallowed. 

Somehow the registrar took over imperceptibly. He 
seemed to have every share high and low and P/E ratios at 
his fingertips; he talked authoritatively of rights issues and 
asset valuations. Finally, the chairman told him to chat up 
our brokers and report back later. 

The registrar was the shy backroom boy type but, when 
he rang up the experts, our junior broker suggested he 
come along to talk things over. He did; then the trouble 
started, 

Our junior broker is fluent and well-groomed, with 
eyes sparkling with optimistic enthusiasm, and the two of 
them got on together like a house on fire. They lunched 
at Junior’s club, where the registrar was introduced to such 
financial tycoons as bank directors and high-class property 
speculators. 

He finished up on Courvoisier and Havanas, and 
came out of a shell that was suddenly too small. The 
senior broker asked the pair of them to dinner when he 
heard of our liquidity set-up, and rumour says the registrar 
returned to his digs at sunrise. .. 

However, he was on the ball when he reported back. He 
talked of dollar premiums and the Cayman Islands, and 
pointed out our error in not buying into Continental stocks. 


A shell company had been mooted, we gathered, ‘as well as 
ground floor access to a North Sea Oil exploration con- 
sortium. The wonder grew, as Goldsmith said, that one 
small head could carry all he knew. 

The directors quizzed him with mingled scepticism 
and appreciation, but he had the answers pat. The chair- 
man, who has worked abroad in his time, suggested our 
whizz-kid go to London to talk to a Belgian entrepreneur 
he knew; the deputy-chairman suggested investigating 
Chunnel prospects. The registrar took copious notes, and 
showed a slight tendency to talk down to us. 

He vanished for a week. His accumulating workload 
bogged down the FA, who returned pale and wan, and was 
unable to answer the chairman’s questions about off-shore 
tax havens. So they promoted the registrar, who’s conse- 
quently over-inflated ;smeanwhile the FA is over-deflated, 
and the pension fund’s solvency looks hazardous. 
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tered Accountants’ Hall, Moorgate 
Place, London EC2R 6EQ. The 
Organization of a Practising Account- 
out e Office is priced at {1-50 and the 
others at £r each, post free in all 
cases. 


Management Salaries 
in Europe 


F all the major Common Market 

countries, only Britain pays its 
directors of finance and administra- 
tion better than its marketing and sales 
directors. In the largest British com- 
panies, the top finance man may be 
paid 70 per cent or more of his chief 
executive’s salary, and 30 per cent 
more than his colleague in marketing. 
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But top management salaries in Britain 
tend generally to lag well behind those 
of her Common Market partners. 

Directors of finance in small com- 
panies are better off in Italy, France 
and Germany, where the finance 
director of a small company may get 
as much as 85 per cent of the chief 
executive’s salary. These are among 
the findings of the latest salary survey 
conducted on behalf of the European 
business magazine, Vision, by Egon 
Zehnder International, a European 
management consultancy specializing 
in executive search and merger and 
acquisition search. 

Commenting on these findings, Mr 
Robin Gowlland, managing director 
of Egon Zehnder International Lon- 
don, said: ‘British firms — particularly 
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the large ones — still attach the greatest 
importance to finance and administra- 
tion; administrative and financial skills 
in this country are very much at a 
premium. In Germany, where industry 
is much more specialized than here, 
the financial function becomes in- 
increasingly less important, relatively, 
than marketing and sales.’ 

Typical gross salaries for finance 
and administration directors in a 
company with Zro million turnover 
are £8,000 in the UK and Italy, 
{10,000 in France and £13,500 in 
Germany. In a {100 million company 
the Italian director of finance is the 
worst paid of the four; typically, he 
gets £13,000, compared with the 
Briton’s {14,0co, the Frenchman’s 
£16,000 and the German’s £24,000. 





Committee on Law Preparation 


Accountants’ Submissions on Revenue Law 


Submissions by the allied accountancy bodies to the Renton Committee on 

the form of public Bills were summarized in last week’s issue of The Accountant. 
We reproduce below the section dealing with revenue law — the largest single 
area of the accountants’ submissions, and one in which, of course, the 


MONG private sector users, our involvement with revenue 
law is, we believe, greater than that of any other body of 
users. Revenue law can be distinguished from other branches of 
law because of the existence of an annual Finance Act and from 
some other branches of law dealing with relationships between 
private persons, because enforcement of revenue Jaw is the 
responsibility of a government department. 
The following considerations suggest to us that [the main 
conclusions of the Heap Committee, as set out in paragraphs 99 
to 101 of their report] are particularly relevant to revenue law: 


(a) The existence of annual Finance Acts, any one of which 
can amend previous Finance Acts and the previous con- 
sclidation Act. It is not without significance that the 
interval between successive consolidation Acts has been 
76 years, 34. years and 18 years (1918, 1952 and 1970). The 
1955 Royal Commission on Taxation (Cmd 9474) recom- 
mended regular consolidation of the Income Tax Acts 
every ten years; 

(b) The volume of revenue legislation and the high proportion 
of it which is complex; 

(c) The fact that all revenue law is construed strictly; 

(d) The widespread impact of the legislation, involving as it 
does almost all private citizens, all companies, our mem- 
bers and members of the legal profession on behalf of 
clients and large government departments. 


profession has a special interest. 


It seems to us that major improvements in the simplicity and 
clarity of revenue law, and hence in its usefulness to the user, 
would flow from the early adoption of two of the main proposals 
listed in Appendix 2, namely that there should be: 

(a) Only one Act for each of the main branches of revenue law 
(so that the law would be in a state of ‘perpetual consoli- 
dation’). This would, of course, involve adoption of the 
full textual amendment system and abandonment of the 
referential system. 

(b) Much greater consistency in the use of words and phrases 
than at present obtains in fiscal legislation. 


Textual amendment system 


The considerations set out in the previous paragraph, and the 
considerable volume of complex legislation since the last 
consolidation in 1970 lead us to believe that income tax and 
corporation tax are subjects which are peculiarly suited to the 
early adoption of the textual amendment system. There is also 
a need for early consolidation of the law relating to estate duty, 
capital gains tax and capital allowances; once consolidated, the 
textual amendment system should be adopted in relation to 
those subjects. The law of value added tax is so recent that there 
should be little difficulty in changing to the full textual amend- 
ment system, which should also be applied to statutory instru- 
ments relating to VAT (as indeed it should be applied to the 
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small volume of statutory instruments relating to other revenue 
subjects). 

We have nothing to add to the detailed advocacy of the textual 
amendment system contained in the Heap and Stow Hill reports, 
except to say that we have given very careful consideration to 
the objections which have been advanced against that system. 
We are, however, quite clear that, taking all users into account, 
its advantages far outweigh its disadvantages. In saying this, we 
have recognized that transitional difficulties would be caused, 
in particular to Parliamentary Counsel, and indeed in some res- 
pects to our own members. 

Adoption of the textual amendment system would, of course, 
involve the necessity for a supporting textual memorandum 
along the lines advocated by the Stow Hill report. In relation 
to revenue law, however, we are quite clear that there is in addi- 
tion a great need for the publication with each Finance Bill 
of an explanatory memorandum which goes into much greater 
detail than anything hitherto available. (However, we readily 
acknowledge the value to us of, for example, the White Papers 
which have accompanied recent major changes in revenue law.) 
The textual memorandum of the Stow Hill type would, of 
course, be of great assistance in considering Finance Bills, but 
our ability to make helpful representations to the Inland 
Revenue during the early stages of a Finance Bill would be 
much enhanced if we had access to a document which ex- 
plained in detail, clause by clause and with appropriate examples, 
the reasons for and the effect of the proposed new legislation. 

We assume that the preparation of such an explanatory 
memorandum would not be an additional untimely burden on 
Ministers and government departments, as presumably some- 
thing on these lines is already prepared for use by Ministers. 
We recognize that an explanatory memorandum would be likely 
to contain some controversial assertions of a political nature, but 
this would not detract from its usefulness provided that it gave, 
in addition, a full and fair technical explanation of the new 
legislation. 

In our view too great a proportion of revenue legislation is 
contained in schedules (with the notable exception of the 
Income and Corporation Taxes Act 1970, where we believe 
that the balance between sections and schedules is admirable). 
It is an advantage of the textual amendment system that the 
logical sequence of a principal Act can be maintained by the 
insertion of amending and new legislation in its appropriate 
place, and that there is no pressure to insert into schedules 
material which ought to find its proper place in the body of the 
Act. 


Publication of draft Bills 


The time available under present procedures is invariably 
inadequate to enable us and other interested organizations to 
give proper consideration to the Finance Bill during its early 
stages, particularly on the not infrequent occasions when changes 
of some complexity are being made. We warmly welcome the 
fact that all recent major changes in revenue law have been 
preceded by Green or White Papers. But some of the difficulties 
of giving effect to proposals contained in such papers do not 
emerge until’an attempt is made to put them into statutory 
form. Therefore, whilst we recognize the time pressures which 
are sometimes involved, and although the textual amendment 
system, the textual memorandum and a more detailed explana- 
tory memorandum would all be helpful in the consideration of a 
Finance Bill, we are nonetheless of the opinion that whenever 
possible a draft Bill, or even parts of a draft Bill, should be 
published as an exposure draft well in advance of first reading. 
If accompanied by a textual memorandum and an explanatory 
memorandum. it would then be possible for us and others 
interested to make representations in time for them to have an 
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effect upon the Bill before it is first submitted to Parliament. 
We are convinced that this would lead to better legislation. 

Attention could be drawn not only to technical drafting points 
but also to situations and circumstances which have been over- 
looked, as inevitably happens from time to time, by initiating 
departments and by Parliamentary Counsel. And alterations 
could then be made without making demands on Parliamentary 
time. 

This procedure could not, of course, be adopted in relation 
to matters which were affected by budget secrecy, but we sug- 
gest that often the greater part of Finance Bills is not affected 
by such considerations. Indeed, we hope that consideration will 
be given to the possibility of dealing with non-budgetary altera- 
tions of revenue law by a separate procedure, and perhaps at a 
different time in the year. This would, we hope, enable greater 
use to be made of the Select Committee procedure, which could 
then include examination of draft Bills. We realize that the 
formulation of policy is not within your terms of reference, but 
we are strongly of the opinion that discussion of proposed legis- 
lation by Select Committees is likely to improve not only the 
substance of legislation, but also its technical quality. We there- 
fore welcome the recent use of Select Committees in relation to 
revenue matters and believe that this could be extended. 

We do not think that adoption of our proposal for the publica- 
tion of Bills as exposure drafts should be inhibited by: 


(a) The fact that it might sometimes provide taxpayers with 
the opportunity of taking avoiding action. We believe 
that simplicity and clarity of statute law is more important 
than some transitional loss of revenue. Furthermore, there 
may be instances where it is appropriate for changes in 
revenue law to date from the publication of an exposure 
draft in Bill form. Although we think that such a pro- 
cedure should be used with care, we think that publication 
of precise proposals in Bill form is less objectionable than 
Ministerial announcements of future anti-avoidance 
legislation which have on some past occasions caused 
considerable uncertainty because they have not been spelt 
out in as much detail as would be contained in a Bill. 


(b) The existence of pressure groups which would use the 
additional time to marshal their forces (it is more import- 
ant to enable middle of the road opinion to bring its 
influence to bear). 


Consistency 


Paragraphs 89 and go of the Heap report refer to difficulties 
experienced because of the lack of consistency in the use of 
words and phrases. This is particularly troublesome in revenue 
law because of the rule that revenue law is construed strictly. 
There is also a presumption that different expressions should 
not be used in different places to express the same meaning 
so that similar but slightly different expressions are presumed to 
have a different meaning. We realize that many such incon- 
sistencies in revenue law, when examined, are of no significance 
but it is an irritation to the user to have his attention diverted 
from his main task of understanding the legislation in order to 
analyse an inconsistency for the purpose of ascertaining whether 
it is irrelevant or not. We believe that the definition of many 
words and phrases should be brought together, either in a new 
Interpretation Act or in a separate part of a new Taxes Act. 
We think that the process of so doing would in itself make it 
very much easier for the draftsmen to achieve consistency. 
Furthermore, we agree with the Heap Committee that the 
adoption of standardized definitions of words and phrases, 
and indeed the enactment of other common form provisions, 
would enable Parliamentary draftsmen to make effective use of 
computerized storage and retrieval facilities which would be of 
great assistance when preparing new legislation. 
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Will your new 
pension chee fit your 
cashflowaswell ` ` 
as it fits your employees? . 


Ask Williams & Glyn’s 


Fitting your Company Pension Fund to the new Act 
isn’t simply a matter of giving your employees the right 
benefits. The “pension..cost profile” has also to fit your 
Company’s future cash flow. 

Williams & Glyn’s Bank has a specialist Pension 
Unit which can help you choose the best available Insured 
Pension Scheme for your needs, or create a purpose-built 
flexible Pension Fund specially for your Company. 

We can help you now by providing a Pensions 
Consultant to explain the full implications of the Act as it 
applies to you. Making a wrong choice now could handicap 
your expansion in the future. . 

We have written a booklet about the Act and the 
way the Williams & Glyn’s Pensions Unit operates. Contact 
us and we'll send you a copy now. If you wish, we'll 
arrange for one of our Pensions Consultants to visit your 
office to discuss the new Act. 

To get Williams & Glyn’s working on your pension 
arrangements, phone The Pensions Manager. Telephone: 
01-626 3270. 


WILLIAMS & GLYN'S BANK 


67 Lombard Street, London EC3P 3DL, and Branches. 
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, Yes, there is a totally secure, high Reger investment. Standard Life. 
Peace of mind for you. And l for your client. 






























- As an adviser, with your 
ee ooo = Jeni totally dependent on 
į. your judgement, you can’t ` 
afford to take any chances. 
Any more than your client 
can afford to take a low return. 
It’s a problem. Because 
most safe investments aren’t 
too profitable. And most 
highly profitable investments 
entail risk. Except one. 
A Standard Life policy. 
Standard Life, with assets 
of £1,000, 000,000 is the 
country’s largest, most 
consistently successful, 
mutual assurance office. It 
gives your client total security, 
excellent life cover and a first- 
class return on his money. 
Now what more could he 
ask of you? 


GE 
SE, 





[With profits endowment assurances taken out 
at age 30 and maturing after | st March,1973. 


£1,000 
Policy 


effected in 
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Total Net 
Outlay 


25 20 15 10 
£865 | £879 | £893 | £930 


Amount 


Paid ,7401£2,2611£ 1,853! £1,463 
in 1973 








The net outlay figures assume that income tax 
ya paid at the appropriate standard rates. All 
| fg gures relate to policies effected in the U.K. 


STANDARD LIFE 


For peace of mind. 


Established 1825, Assets exceed $1000000,000 
Head Office: 3 George Street, Edinburgh. 
Branches throughout the United Kingdom 
and the Republic of Ireland. 
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We realize that, if these proposals are adopted, there may be 
occasions when the draftsman ‘runs out of words’; for example, 
in revenue law there may be a need to distinguish bezween 
various groupings of instruments for which the word ‘security’ 
is appropriate and for which it is dificult to find any other 
word. In that case, we think that the different groupings should 
be distinguished by designatory letters so that, for example, 
there would be different definitions of ‘Securities A’ ,‘Securities 
B’ and ‘Securities C’. We also support the proposal that all 
defined words and phrases should be printed in a distinguishing 


type. = 


Uncontroversial amendments 


Once a year we submit to and discuss with the Inland Revenue a 
memorendum on anomalies and difficulties of which we are 
aware in revenue law. Our representations are aimed at the 
rectification of anomalies and inequities and the improvement 
in the national interest of the whole process of assessing and 
collecting taxes. The resulting discussions have been extremely 
helpful to us and, we hope and believe, to the Inland Revenue 
also. But over a period of years it is apparent to us that lack of 
Parliamentary time prevents the rectification of many known 
defects in statute law. Despite any changes which emerge from 
the deliberations of your Committee, and despite the skill of 
Parliamentary Counsel, it is clear that there will always be 
defects in revenue law. In our view many, perhaps mast, of 
these are capable of rectification by agreement between the In- 
land Revenue and a non-partisan body of expert opinior.. 

Whilst we recognize that this raises constitutional issues, we 
believe that an attempt should be made to find some way of 
rectifying such defects without making demands on Par- 
liamentary time. It is apparent that it may not be easy to devise 
a form of words to distinguish those defects which could pro- 
perly be dealt with in this way from matters of substance, but 
possibly the criteria adopted by the Consolidation of Enact- 
ments (Procedures) Act 1949 would serve as a starting point 
from which a rather broader definition could be evolved. That 
Act permits amendments, the effect of which is confined to 
resolving ambiguities, removing doubts, bringing obsolete 
provisicns into conformity with modern practice, removing 
unnecessary provisions or anomalies not of substantial import- 
ance or facilitating improvements in the form or manner in 
which the law is stated. Whilst the constitutional and procedural 
aspects of this problem are outside our field of competence, 
we regard the issue as of some importance and have, therefore, 
enclosed as Appendix 3 [also reproduced] an outline of arrange- 
ments which would, we believe, achieve the object we have in 
mind. 

If the proposal which we make for the publication of draft 
Bills as exposure drafts is adopted, the statutory committee 
which we suggest in Appendix 3 could perhaps play a part in 
the process of commenting on those exposure drafts and, indeed, 
commenting on Bills as submitted to Parliament. However, we 
can see that this may create time pressures on the proposed 
committee which it might find difficult to meet. 

If that objection is thought to be valid, then we hope that 
careful consideration will be given to the method used in other 
countries, particularly Germany, of submitting draft Bills to 
ad hoc independent committees for technical vetting before they 
are presented. We understand that in Germany the vetting 
committees consist solely of lawyers, but we believe that there 
would be merit in including in such committees people without 
legal qualifications who are familar with the practical problems 
likely to arise in relation to a specified Bill. In making that sug- 
gestion we are not, however, proposing that the vetting com- 
mittee should deal with matters of substance; the function of 
the lay members would be to ensure that the drafting takes 
account of the practical situations which are likely to arise. 
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Comprehensibility 


We believe that, at least for users who are not legally qualified 
(and they are in the majority), it is preferable to have longer 
legislation rather than the skilfully-compressed wording with 
which we are sometimes faced. It would be regrettable if that 
led to longer sentences. Indeed we hope that some satisfactory 
new convention can be found so that a new paragraph does not 
have to start with a new number each time a full stop is reached. 
The present convention seems to lead to sentences which are 
too long for ready comprehension. Parliamentary Counsel 
should constantly remind themselves that the Bills they 
are drafting are used as reference books which have to 
be understood and applied by people of less ability than 
themselves. 


[Appendices 7 and 2 not reproduced] 


Appendix 3 


SUGGESTED PROCEDURE FOR MINOR AMENDMENTS OF 
REVENUE Law 


For the sake of brevity, the proposals contained in this appendix 
are expressed in definite form but they are meant to do no more 
than give expression to the kind of procedures and criteria which 
we believe to be appropriate to the process of effecting un- 
controversial amendments of revenue law. 

We envisage an independent statutory committee (the ‘Revenue 
Law Revision Committee’) of, say, ten members of whom two 
would be appointed by the Inland Revenue and eight by, say, the 
Lord Chancellor. The members would all be expert in reveriue 
law and should not be chosen, except for the Inland Revenue 
nominees, as being representative of particular interests, organiza- 
tions or political parties. Its task would be to put forward pro- 
posals for amendments of revenue law with the object of making it 
clearer, simpler, more workable and less ambiguous. There would 


‚have to be careful definition of the limits within which the 


committee had authority to put forward proposals; and, in 
particular, in relation to the removal of ambiguities, care would 
be needed because, if the law is doubtful, removal of the doubt 
is in effect a change in substance. Possibly the criteria prescribed 
for the Consolidation Bill procedure may be capable of modifica- 
tion for the purpose (rather broader scope is desirable than that 
prescribed by the Consolidation of Enactments (Procedures) Act 
1949). The committee should have a small staff whose status 
should be such as to enable them to deal on terms of equality 
with Parliamentary Counsel. 

The committee would receive and consider proposals for the 
amendment within its terms of reference of revenue law put to it 
by the public, the Inland Revenue, its own members and its own 
staff. The committee would be responsible for the formulation, 
with the co-operation of the Inland Revenue and Parliamentary 
Counsel, of amendments to give effect to changes which had the 
approval of not less than eight members of the committee, in 
cluding the two Inland Revenue representatives (who would, 
of course, act on departmental instructions). Those amendments 
would constitute a schedule to the Finance Bill that schedule 
being subject to a Parliamentary convention which precluded 
debate and simply required an affirmative resolution. 

Presumably in that case the amendments could be the subject 
of review by an appropriate committee of the House, but it would 
be hoped that the tradition would be established that proposals 
made by the committee were not a matter of political controversy. 
Retrospective amendment of law would not be permitted except 
relieving provisions. 

It might well be appropriate for the committee to publish 
exposure drafts and to invite comment. The committee ought 
also to publish an annual report which should include a list of 
proposals which gained the support of more than five members 
of the committee, but which were vetoed by the Inland Revenue. 
The Inland Revenue should be required to give an explanation 
of their reasons for rejection of those proposals. 

Members of the committee should be paid so that the choice 
is not confined to people who are in a position to give unpaid 
service. 
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Taxation of Share Options 
and Incentive Schemes 


by LAWRENCE OSBORNE, A.B.A.A., A.T4J.i. 


As the net of anti-avoidance legislation grows tighter, it seems inevitable that 
the Government should, at times, interven? to prevent the total strangulation 

of the economy or, as the case may be, the thwarting of its own policies. 

This type of ‘anti-avoidance avoidance law’ is reflected in the provisions 
affecting share options and incentive schenes in the Finance Acts 1972 and 1973. 


A might have been expected, the increased pepularity of 
share options and incentive schemes in recent years brought 
in its wake new anti-avoidance legislation. This is interesting, 
inasmuch as the schemes were not originally desigred as a tax- 
avoidance device, but merely to provide employees Dr directors 
with added incentive to perform their duties with greater zeal 
and ingenuity. 

Schemes are being operated either for the participation of all 
employees who remain with the company for a giver number of 
years or, more frequently, for senior executives ard directors 
only. It is the latter type of arrangement which fal5 under the 
hammer of fiscal legislation. : 

The schemes operated for the benefit of directors and execu- 
tives fall, broadly speaking, into two main groups: 


(a) Those in which the executive is given or sold =n option to 
purchase shares; and 


(b) Those in which he is offered financial assistance in the 
form of a loan to enable him to buy or subscribe for the 
shares in the controlling company. 


Share options 


It will be evident, of course, that where the value of shares is 
rising, the executive holding the option to acquire shares at a 
price fixed some years earlier will be able to derive a considerable 
benefit from exercising his right. As the benefit devolves upon 
him due to his holding office with the company, it seems equit- 
able that he should be assessed under Schedule E en the value 
of such benefit. This is common ground. What in tne past gave 
rise to disputes was the manner in which the benef.t should be 
quantified or, more precisely, whether it should b= calculated 
by reference to the value of shares at the date at which the option 
was granted or when it was exercised. 

In 1958, the Court of Session held in the case of Forbes’ 
Trustees v. CIR (1958) (37 ATC 10), that the beneit arising in 
conjunction with the right to acquire shares should Ee computed 
as the difference between the price which could be abtained for 
the shares at a time when the option was exercised and the cost 
of shares under the option agreement. In this case, the testator, 
Mr Forbes, held the office of managing director under a service 
agreement which provided that as long as he remained in office 
he had the right to have allotted to him 10,000 shares in each 
of the companies of which he was director at par, i.e., £1 per 
share. The service agreement, initially entered into in the 
19308, was renewed periodically over some 12 yzars, and in 
1946, in order to protect his position, Mr Forbes exercised the 
options by acquiring 10,000 shares in one of the companies 
and 8,000 in the other, thus gaining control of both. 


On his death, the testamentary trustees were assessed under 
Schedule E on the sum equal to the difference between the price 
which would have been realized on the sale of shares at the time 
when the testator exercised his option and the price paid for 
them. It was contended on the part of the Revenue that the 
benefit arose only on the date when the option was exercised 
in 1946 and not when it was originally granted, when little value 
could have been attributed to the shares. This view was con- 
firmed by the Court of Session. 

A different opinion was held by the House of Lords two years 
later. In the case of Abbot v. Philbin (1960) (39 ATC 221), they 
decided that, in the case of share options, the benefit arose at a 
time of granting the option and was calculated as the difference 
between the value at the time the option was granted (and not, 
as in the Forbes case, when it was exercised) and the cost of 
obtaining the option. 

The effect of this decision was to confer a considerable tax 
benefit on the holder of the option, the value of which was 
obviously small when it was granted, the shares not having had 
time to appreciate. If the option provided that the shares should 
be acquired at market value at the date of the grant, the benefit 
would easily be proved to be nil, although capital gains tax 
would be charged, in the event of disposal, on the difference 
between the proceeds of sale and the cost of shares included in 
the option. 


Finance Act 1966 


The benefit arising under share option schemes was thought 
important enough to warrant the introduction of the first anti- 
avoidance legislation, in section 25 of the Finance Act 1966, 
now section 186 of the Income and Corporation Taxes Act 1970. 

This section provides that where a person realizes a gain by 
the exercise or assignment of a right to acquire shares in the 
company by virtue of holding the office of director or employee 
in that or any other company, he shall be charged to tax under 
Schedule E on the amount of the gain, computed as the differ- 
ence between the amount that the person might reasonably be 
expected to obtain from the sale in the open market at the time 
the shares were acquired and the amount paid for the grant of the 
right. No tax was chargeable on the grant of the option (section 
186 (2)). Where the option was granted before May 3rd, 1966, 
the gain was not to exceed the difference between the market 
value at the time of the realization and the market value at 
May 3rd, 1966. 

The effect of section 25 was to cancel any advantage brought 
about. by the Abbot v. Philbin decision, and to revert to the 
position as it had been stated in the case of Forbes’ Trustees. 
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Furthermore, the fact that the assessment of benefit had become 
statutory, and therefore automatic, made the options unattrac- 
tive so that these began gradually to be replaced by share 
incentive schemes. 


Finance Act 1972 


The Finance Act 1972 brought radical changes to share option 
and share incentive scheme legislation. In the first place the Act 
extended further the scope of charging provisions relating to 
share options; secondly, it introduced the concept of ‘approved’ 
share option and share incentive schemes, under which no tax 
liability would arise under Schedule E. Finally, it brought share 
incentive schemes within the scope of taxation, for the first time. 

It wiil be remembered that section 186 (2) provided that, 
where tax is assessed under subsection 1 on the exercise of the 
option rights, tax shall not also be charged on the grant of 
the option. Thus, when an option was acquired at less than the 
market value, no tax was payable and exercise of the option 
could have been deferred indefinitely. 

Section 77 of the Finance Act 1972 provides that the exemp- 
tion conferred by section 186 (2) shall not apply when the 
option -ight is capable of being exercised later than seven 
years after it is obtained. Under section 77 (2) the value of the 
right shall be taken to be not less than the market value at the 
time when the right was obtained and reduced by the amount 
of the cost of the shares. Thus, where no time limit is imposed 
in the option agreement, the granting of the right may give 
rise to tax liability. It would appear, however, that this advantage 
may still be obtained under an unapproved scheme where the 
option rights are stated to be exercisable within seven years after 
being taken up. 


Approved schemes 


Section 78 (1) of the Act extinguishes the charge to Schedule 
E tax on the exercise of an option after April 5th, 1972, provided 
the option is an approved scheme under Schedule 12 of that Act. 
Where, however, the option price and the share price together 
amount to less than the market value of shares at the time of 
grant, Schedule E tax is chargeable on the difference. The 
amount of assessment under this subsection is to be treated as 
part of the acquisition cost in capital gain tax computations on 
an éventual disposal of shares. 

As mentioned above, the operation of share option and incentive 
schemes involves the employee or director in income tax liability 
under Schedule E in respect of notional benefit as computed 
under section 186 of the Taxes Act 1970 (for options) and 
section 79 of the Finance Act 1972 (for incentives), both sections 
as amerded by subsequent legislation. It is provided, however, 
that liability to tax will not arise if the rights devolve under an 
approved scheme. 

Schedule 12 of the Finance Act 1972 lays down the conditions 
for approval, and it is interesting to note that, provided these are 
complied with, approval is mandatory on the Inland Revenue. 
Application under the scheme is to be submitted to the Chief 
Inspector of Taxes (Share Options and Share Incentive 
Schemes) New Wing, Somerset House, London WC, in the form 
outlined in the Statutory Instrument (1972) No. 1131, obtainable 
from the Inland Revenue. The conditions which must be 
satisfied. are as follows: 

(1) The scheme must be approved by ordinary shareholders, 
and shares cannot be issued more than ten years after 
each approval. 

(2) Full-time employees or directors only may be admitted, 
and shares issued must be those of the company which 
employs them or its subsidiary. 

(3) The shares must be either in a quoted company or a com- 
pany which is not controlled by another company; the 
majority of shares of the same class must be issued other- 
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wise than under the scheme; and the issue must be so 

limited that the nominal value does not exceed: 

(a) 10 per cent of the ordinary share capital, if the ordinary 
share capital does not exceed £2 million; or 

(5) 5 per cent or £200,000, whichever the greater, if the 
ordinary share capital exceeds £2 million. 

(4) The maximum holding of shares obtainable by the em- 
ployee must not exceed four times his emoluments of the 
year of acquisition (or the preceding year if greater) and 
the beneficial ownership must be maintained for at least 
three years from acquisition unless the beneficiary ceases 
his employment with the company by reason of ill health, 
redundancy or death. In the case of a close company, 
holders of the material interest (more than 5 per cent of the 
ordinary share capital) may not participate in this scheme. 

(5) Shares acquired under the scheme must not be capable of 
being transferred while restrictions (not applicable to all 
shares of the same class) are in operation, but in the case 
of the share incentive schemes any such restrictions must 
cease not later than seven years from acquisition. Rights 
under an option scheme must not be capable of being 
exercised more than seven years after being obtained (or 
six months after leaving employment, or 12 months after 
death). 

(6) The minimum price payable for shares must not be ‘mani- 
festly less’ than market value nor, in the case of share 
incentive schemes must it be lower than So per cent of the 
value of shares of the same class to which no restrictions 
apply. 

Provision is made for obtaining informal clearances of schemes 
before they are submitted to shareholders for approval and, in 
the event of refusal by the Board of Inland Revenue to approve 
the scheme, appeal may be made to Special Commissioners, 

Approval of a share option or share incentive scheme will 
exempt participants from tax liability. It will be appreciated, 
however, that the compliance with the cumbersome conditions 
of Schedule 12 may itself render the schemes unattractive, if 
not entirely impractical. It is advisable, therefore, to examine 
in detail the possibilities still open under current legislation to 
schemes for which no approval is needed. 


Share incentive schemes 


The operation of share incentive schemes was founded on the 
provision of section 54 of the Companies Act 1948 which, while 
prohibiting the provision of loans directly or indirectly by limited 
companies for purchase of their own shares, authorized provision 
of moneys for the purchase or subscription for fully paid shares 
in the company or its holding company, being the purchase or 
subscription by trustees for shares to be held for the benefit 
of the employees of the company, including directors. The 
original arrangement was for the company to lend money to 
the trustees, who would then subscribe for shares and sell them 
to the employees who would in turn pay the price by instalments, 
with interest. 

There were no tax problems attached to this kind of arrange- 
ment until 1969, when tax relief for interest paid to trustees 
was withdrawn. When this happened, partly paid share in- 
centive schemes were introduced, in which the employees 
subscribed for shares by paying some minimal sum on sub- 
scription and the balance over a period of time. The shares 
usually carried limited dividend and voting rights, as well as 
restrictions on transfer, until they were fully paid. There were 
no provisions for taxing the subscribers or trustees in respect 
of any increment in the value of shares over the cost of sub- 
scription, other than capital gains tax in the event of disposal, 

If the loans were interest-free to the employees, there was no 
means for assessing this benefit, as the borrowers were not 
employees of the trustees and section 196 of the Taxes Act 
could not apply. Similarly, a ‘connected persons’ relationship 
would not normally subsist between the trustees and purchasers 
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of shares, so as to enable the Revenue to substitute the market 
value for the consideration paid under the agreement. 

As mentioned earlier, share incentive schemes were generally 
free of the burdens of taxation until introduction of the Finance 
Act 1972. Under section 79 of that Act, where the market 
value of shares, after a period of seven years, exceeds their 
market value at the date of acquisition, the participant 
of the incentive scheme under which the shares are acquired is 
chargeable to tax under Schedule E on the amount of the 
difference. Furthermore, any benefit accruing to him by virtue 
of interest in the shares and not available to other ordinary 
shareholders will give rise to an assessment ‘of an amount equal 
to its value’ (subsection 7). Assessment may also be made if, 
before expiration of seven years, the participant ‘ceases to have 
any beneficial interest in the shares’ and when the shares ‘cease 
to be subjected to any restrictions’ other than those attaching 
to all shares of the same class. f 

Provision is made for reduction on the amount of assessment 
where the consideration payable on acquisition is subsequently 
increased, or where shares obtained under the scheme are 
subsequently sold for less than their market value. By virtue 
of section 79 (2), the participants will fall under the charging 
provisions referred to above unless: 


(a) The scheme is approved under Schedule 12 of the 
Finance Act 1972; or 

(b) It is in the nature of a ‘profit-sharing arrangement’ (dealt 
with below). 


Exemption from charge 


Section 79 (2) (c) provides, in its original form, for exemption 
from the charge of schemes where no restrictions attach to the 
shares issued thereunder, other than those applying to all shares 
of the same class. IC will be appreciated, of course, that where 
restrictions as to transfers, dividends or capital apply, the value 
of shares is depressed so that, when these cease to operate, 
substantial appreciation will take place. 

The new section 79 (2) (c), as redrafted in paragraphs 4 to 
oof Schedule 8 to the Finance Act 1973 exempts the participants 
of a scheme from liability where: 

(i) The shares acquired under the scheme are not subjected to 

restrictions which: 

(a) do not attach to all shares of the same class; 

(b) are not liable to cease to operate some time after the 
acquisition of shares; or 

(c) are conditional on shares being held or ceasing to be 
held by employees or directors (provided the shares 
issued under the scheme cannot be exchanged for 
shares which may be subjected to the above-mentioned 
restrictions). 

(ii) Alternatively, no charge to tax will arise where the majority 
of shares of the same class are acquired by employees or 
directors of the company or of any of its subsidiaries, and 
these persons are together able to contro! the company as 
shareholders. This exemption applies provided that there 
are no restrictions in operation not applying to all shares 
of the same class, and that any restrictions which are in 
existence are not liable to cease after acquisition. 


‘Restrictions’ for this purpose are described in paragraph 5 
of Schedule 8 as ‘any contract, arrangement or condition by 
which freedom to dispose of shares or to exercise any right 
conferred by them is restricted, or by which a disposal may 
result in disadvantage to the shareholder’. 

The restrictions arising by way of security in conjunction with 
any ‘related loan’ — i.e., a loan arranged, made or guaranteed or 
in any way facilitated by the company of which the shareholder 
is an employee or a director — will defeat the exemption. How- 
ever, there is no objection to any restriction imposed in con- 
junction with an unrelated loan, nor will the shares be regarded 
as subjected to restrictions by reason of being deposited with 
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trustees as security for a loan which is repayable within 
seven years from the date of acquisition of shares or earlier, 
upon the participant leaving the employment of the company. 
Similarly, the obligation upon the employee to sell the shares 
upon leaving his employment will not affect the exemption 
(Schedule 8, paragraph 7 (6)). 

Thus, it is still possible to have a share incentive scheme 
financed by a loan made by the company, via trustees, without 
the necessity of obtaining approval under Schedule 12 of the 
1972 Act, provided that reasonable care is exercised in drafting 
the conditions. 


Profit-sharing schemes 


Schemes under which employees receive a part of the emolu- 
ments as shares or interest in shares, to an extent predetermined 
by reference to profits of the company, appear to have received 
the Government’s blessing in the form of exemption from tax 
under section 79 (8) of the Finance Act 1972. However, it would 
seem that this apparent generosity, though plainly within the 
scope of the much advocated participation policies, and despite 
the fact that tax would in any event have been suffered on the 
nominal value at the time of issue of shares, was thought exces- 
sive by the Revenue. Hence the appearance of further limitations 
of profit-sharing schemes in part I of Schedule 8 (1973). 

Paragraphs 2 and 3 of the Schedule now provide that, in order 
to remain exempt from liability: 


(a) The profit-sharing scheme must be open to every full-time 
employee not less than 25 years of age, who remained in the 
service of the company for not less than five years and is 
assessable under Case I of the Schedule E in this respect; 
and 

(b) Shares issued under the scheme should not be subjected 
to such restrictions as would result (presumably on their 
removal) in benefit, through an increase in value, to the 
employee, and should not be capable of being exchanged 
for shares subjected to such restrictions. 


Savings-related schemes 


The schemes outlined in parts 2 and 3 of Schedule 8 combine 
the approved share option or share incentive scheme with the 
certified contractual savings scheme introduced by section 53 
of the Finance Act 1969 — now section 415 of the Taxes Act 1970. 

It will be recalled that under the last-mentioned scheme, 
known as SAYE, the participants undertake to pay fixed monthly 
sums, by arrangement with the employer, into a savings bank 
or building society, for a period of five years. At the end of this 
period, a bonus equal to one year’s contributions is receivable, 
but the participant has the right to leave his savings for a period 
of another two years without making any further contributions 
in which case the bonus is doubled (i.e., two years’ contributions). 

Section 415 exempts from income and capital gains taxation 
‘any terminal bonus, interest or other sum payable under a 
certified contractual savings scheme.’ A monthly contribution 
may be fixed at as little as £r per month up to a maximum 
of £20 per month, so that the maximum sum repayable to the 
participant after seven years would be £1,680. 

Under the provisions of Schedule 8, the proceeds of this 
repayment may be used for acquisition of shares in the employer 
company under share option or share incentive schemes on 
terms more favourable than those permitted under other 
approved schemes; and, provided the requirements set out in 
parts 2 and 3 of the schedule are satisfied, such acquisition will 
be exempt from the charging provisions of sections 186 (1970) 
and 79 (1972) until the shares are sold. Combination of the 
above-mentioned schemes should, on the face of it at least, 
provide sufficient tax benefits to make participation attractive. 

The statutory requirements of the savings-related schemes 
are, broadly speaking, those specified in Schedule 12 of the 1972 
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Are you paying too much 
for your exports? 


Ask Williams & Glyn’s 


Often a lack of financial know-how about overseas 
markets leads to higher-sales costs abroad than are really 
necessary. 

That’s why Williams & Glyn’s have a special ser- 
vice designed to help with the financial side of your export 
business— doing as much or as little as you need. 

This service can get you paid for your goods 
quicker; can make sure you don’t tie up vital working 
capital servicing big orders; can prevent your losing 
money when currency rates change—can even help you 
make an extra profit from currency earnings. 

Williams & Glyn’s Export Service can mobilise ex- 
port credits, arrange local overseas finance, raise Euro- 
currency facilities, spread loans over several market 
areas and currencies or even mobilise capital on a world- 
wide basis. 

We can also put you in touch with the other banks 
of the Inter-Alpha Group of Banks in the EEC. These banks 
can identify customers, agents, factors and competitors ` 
and help project your future market. They can advise you 
on the most efficient way of working in their country 
and provide useful local intelligence you could get in no 
other way. 

To put Williams & Glyn’s to work on your exports 
call in to see the Manager of your local branch. Check 
the address in the Yellow Pages. Or phone the Inter- 
national Banking Division. Telephone: 01-623 4356. 


WILLIAMS & GIYN'S BANK X% 


67 Lombard Street, London EC3P 3DL, and Branches. 
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Accountancy Examination Tuition by the Metropolitan College 


INSTITUTE OF CHARTERED ACCOUNTANTS 


zk The Metropolitan College offers you the 
benefit of more than sixty years’ accumu- 
lated experience in examination coach- 
ing. 

zk A guarantee of coaching until successful. 


% Helpful, up-to-date study notes, mostly 
in printed pocket-sized booklet form. 


% Adequate test practice and tutorial 
criticism. 


zk Invaluable self-examination questions. 


zk Official publications of the Institute, 
appropriate to the Intermediate and 
Final examinations. 


J.Dip.M.A. 


the highest award available 
to Accountants in Great Britain 


CERTIFICATE IN MANAGEMENT 
INFORMATION 


The above-mentioned examinations are open 
to members of the Institute and have been 
instituted to improve the standard of ac- 
counting services and to encourage study in 
the increasingly important field of business 
administration and organization respec- 
tively. When applying for particulars of the 
College’s expert postal courses, please 
specify the examination in which interested. 


After the examinations leading to the pro- 
fessional qualification of Chartered Account- 
ant, Metropolitan College students have gained 


11,000 SUCCESSES 


and more than 


350 HONOURS 


including 


56 FIRST PLACES 
38 Second Places 
66 Third & Fourth Places 


AND NUMEROUS PRIZES, MEDALS 
AND SCHOLARSHIPS 


Write TODAY for a free copy of the College 
‘Accountancy’ Prospectus (stating the exami- 
nation in which you are interested) to The 
Principal, B. Mendes, 3.sc.(ECON.), F.C.A. 
(Dept A1/33), Metropolitan College, St Peter’s 
Street, St Albans ALI 3NE, or CALL at 30 
Queen Victoria Street, London EC4. Telephone 
01-248 6874. After office hours (5 p.m. Monday 
to Friday) telephone messages are recorded 
electronically. 


Members of the Association of British Correspondence 
Colleges 


Accredited by the Council for the Accreditation of 
Correspondence Colleges 





LINKED PRIVATE STUDIES 


The Luton College of Technology ` 
and Metropolitan College now 
offer facilities for integrated oral 
and correspondence tuition. One 
week ‘pep’ Courses — to assist 
students in areas of weakness. 
Week-end residential ‘Punch’ 
courses — for intensive concentra- 
tion on particular subjects. For 
details of these, and other linked 
courses write to: Metropolitan 
College, St Albans AL1 3NE. 


etropolitan : 
College 





‘FOUNDED 1910 


‘THE 
December 6th, 1973 


Act in connection with an approved scheme. There is, however, 
no limitation either on the total number of shares which may be 
issued by a company under a savings-related scheme or on the 
number which may be taken up by the participating employee, 
the necessary limitation being imposed by the requirements 
of the contractual savings scheme. 

Participation in a savings-related scheme must be open ‘to 
a reasonable extent’ to every employee over 25 years of age 
who remained in full-time service of the company for a con- 
tinuous period of five years and is assessable under Case I of 
Schedule E in this respect. It is provided, however, that 
participants in a savings-related scheme must not take any 
part in any other approved share option or incentive scheme 
operated by the company. 

The scheme must provide for the participants’ contribution 
under the contractual savings scheme to be payable under an 
arrangement with the employing company, and the contribution 
‘must be of such amount as to secure as near as may be’ repay- 
ment of the obligation under the share option or incentive 
scheme. As stated above, the maximum sum that such contribu- 
tion may produce is £1,680. 

In the case of the savings-related share option, the minimum 
price under which the option may be acquired must not be 
manifestly less than go per cent of the market value of the shares 
of the same class and the option rights must not be exercised 
earlier than repayments under SAYE are due, except where the 
beneficiaries cease to be employed by reason of injury, disability, 
redundancy or death. If the beneficiary leaves employment for 
any other reason, the option rights may not be exercised earlier 
than three years after they are obtained. 

In the case of savings-related share incentive schemes, the 
price payable for shares must not be ‘manifestly less’ than their 
market value nor less than oo per cent of the market value of 
shares of the same class to which no restrictions apply, and any 
restrictions applying to shares issued under the scheme (but 
not to other shares of the same class) must cease not later than 
eight years after acquisition. 

The scheme must provide that not less than 95 per cent of the 
consideration be payable after acquisition or out of the loan 
repayable after acquisition, and this sum must not exceed the 
payment due under the contractual savings scheme. 

A participant must have the right, at the time when the 
payment of the deferred purchase price is due, to withdraw from 
the scheme, discharging his obligations by surrendering his 
shares, 


Conclusion 


Savings-related schemes will come into operation on a day to 
be appointed by the Treasury, by statutory instrument. This 
order has not yet been issued, and in view of adminisirative 
problems it is difficult to anticipate when it will be possible to 
bring the schemes into effect. 

In his last Budget speech [The Accountant, March 8th], the 
Chancellor stated that what was wanted was a wider share 
ownership and participation of employees in industry. It may 
well be that this would indeed provide, at least in part, a cure 
for our present economic ills. 

If this is the case, it is surprising that much wider and speedier 
relaxations have not been brought into the legislation affecting 
options and incentive schemes. In the absence ofa Treasury 
order, savings-related schemes are still no more than a promise, 
and no scheme can be introduced while Phase II of pay restraint 
is in operation. 

Share options and incentive schemes have been subjected 
to such legislative pressures in recent years that it is now difficult 
to envisage a scheme which would provide a worth-while benefit 
either to the participant or to the employer until such time as the 
recently promised improvements come into effect. 
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Capital Gains Tax 
Second edition, by Peter G. WHITEMAN and Davip C. MILNE. 


Sweet & Maxwell, part of the British Tax Encyclopedia; non- 
subscribers, £8. g 


The Wheatcroft and Whiteman encyclopaedic treatment of 
capital gains tax has been updated by a second edition, prepared 
by Peter G. Whiteman jointly with David C. Milne. For what 
seems basically a simple tax concept, and one introduced only 
comparatively recently into Britain, CGT has already produced 
a considerable body of statute and case law. 

Before plunging into the intricacies of the tax, the authors 
have done well to dwell at moderate length in an introductory 
chapter on the historical and philosophical origins of the tax. 
There are serious basic anomalies in the British version of 
CGT, and it is well to be reminded of them before the tax 
becomes an unalterable part of the fiscal landscape. 

The principle asserted by Mr Callaghan when introducing 
the tax in his 1965 Budget was that of taxing gains on the basis 
that they conferred much the same benefit to the recipient as 
(taxable) earnings. This basic assumption is, of course, un- 
sound; most gains arise on a change of investment, the proceeds 
of sale being fully reinvested. The classic ‘CGT man’ who sits 
back and lives on his realized capital gains in the same way that 
a wage or salary earner lives on his earnings belongs to mythology 
rather than the real world. While the British investor is taxed 
in effect on a change of investment, there is no corresponding 
tax (nor ought there to be) on the employee who successively 
changes his employment, gaining higher pay and status at each 
change. 

There is no need to dwell on the absence of price index 
adjustments in our own version of CGT, so that an investor 
may pay tax on a paper gain while actually making no gain, or 
even a loss, in real terms. The most important function of CGT 
in Britain is really to act as long-stop or fine leg to catch cases 
of property dealing which have perforated the Case 1 net. 

Although encyclopaedic in character, the book is essentially 
readable and well laid out with useful tables of contents, case 
and statute law, and a comprehensive index. 


Value Added Tax in Great Britain 


by Professor G. S. A. WHEATCROFT, M.A., F.B.I.M., J. PHILIP 
LAWTON, M.A., LL.M., and K. S. CARMICHAEL, F.C.A., F.T.LI. 


Bodley Head and H.F.L., paperback, £3'50. 


There are, of course, many books on value added tax. This one 
has been written predominantly for the businessman and his 
accountant involved in the introduction and day-to-day running 
of the accounting and administrative routines required to 
provide for the correct payment to Customs and Excise of VAT. 

Professor Wheatcroft was adviser to the Conservative Party 
before it became the Government, and prior to the introduction 
of the Finance Bill which imposed the tax. He was also an 
adviser to Customs and Excise on the preparation of that Bill. 
Mr Lawton is editor of the British Tax Review and general 
editor of the British Tax Encyclopaedia. Mr Carmichael has 
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spent many years lecturing and writing on taxation subjects. 

The book has stiff paper backs and covers 364 pages, ten of 
them devoted to a detailed index. There are 27 chapters, each 
divided into numbered paragraphs. In addition there are six 
appendices setting out particular legislation. After a brief 
exposition of the tax the book goes on to deal with particular 
problems such as on the purchase or sale of business, on exports 
and imports and of particular trades and professions. 

Despite the fact that the book was published before the tax 
began to be levied, its approach is a highly practical one. This 
possibly stems largely from the fact that Professor Wheatcroft 
was, as it were, in it from the beginning, and in his capacity as 
adviser had to consider the practical implications of the tax. 

The section on subscriptions on pages 170 to 174 seems to 
have been written on the mistaken assumption that clubs and 
associations have an option as to whether they will charge VAT 
on their subscriptions or not; it is only where the association 
consists of persons carrying on a particular trade or profession 
that the question of election can arise. Otherwise clubs and 
associations have no option but to pay VAT on the subscription 
income. 

The authors pronouncement that a subscription is not 
apportionable among the various goods and services supplied 
has been overtaken by events; one VAT Tribunal having held 
in that sense, but another having ruled to the contrary. 


Corporate Taxation 1973 — A Practical Guide 
by Stanton Marcus and JoHN Power. 
Financial Techniques, paperback, £1-85. 


The paperback Practical Guide to Company Taxation, 1973 by 
Stanton Marcus and John Power starts by quoting a piece of 
turgid prose from an Inland Revenue ‘explanatory’ leaflet, and 
then sets out to do better in a r10-page booklet of small pages 
and large type, plus a further ten pages of tables and index. The 
major facets of company taxation are indeed explained concisely 
and clearly, each chapter being rounded off by a series of ‘check- 
points’, forming an azde-mémoire for the company secretary, or 
tax advisor. 

A fairly chatty style is developed — for example, the authors’ 
note in passing that a company’s cash flow will benefit if it has 
been in the habit of declaring Christmas dividends, by seculariz- 
ing the custom to that of annual gifts at the pagan festival of 
New Year. The ACT due on the dividend will then become 
payable at the end of March instead of the end of December, 
achieving a welcome three months’ retention period during 
which the tax money may be used as circulating capital. 

Although paperbacks are not cheap these days, the authors 
have done a good job, and the £1-85 charged for this slim volume 
would be money well spent on a readable addition to the board- 
room library. 


Handbook on Pensions and Employee 
Benefits 


edited by CLIFFORD Hymans. 


Kluwer-Harrap Handbooks, £9-50, first year updating service 
£3°50- 
There are two distinctive features of this handbook. First, it is 
produced in loose-leaf form; the editor rightly recognizes that 
the matters dealt with in many of the chapters are subject to 
almost continuous change, and annual updating of the book is 
contemplated. g 

The second feature is that the 14 separate chapters have 
been assigned to different authors. In writing to the many 
contributors to the first Cambridge Modern History — one of the 
earliest big co-operative endeavours — Lord Acton, its editor, 
said, ‘We shall avoid the needless utterance of opinion, and the 
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service of a cause’. He expressed the hope that nobody would 
be able to tell without examining the list of authors where one 
contributor had laid down his pen and which of the others had 
taken it up. The editor of this handbook may have overlooked 
Lord Acton’s counsel; his editorial function seems not to have 
extended far beyond the writing of an introduction, and 
assuming the role of judge in a shadow-boxing match in a 
chapter entitled ‘Insured or privately invested schemes?’ 

Two chapters which are likely to be especially valuable to the 
intended readers of the book are those on legal aspects and on 
the impact of tax legislation. The latter is a useful commentary 
on the recent changes made in Inland Revenue practice as a 
consequence of the passage of the Finance Acts 1970 and 1971. 
One may doubt, however, whether the inclusion in this book 
of a codified version of the relevant passages of these Acts is 
justified. It is surprising that this codified version does not 
refer to the change introduced by the Finance Act 1972, by 
which certain provisions of the earlier Acts were brought into 
immediate force and do not still await the making of a statutory 
order. 

Other chapters likely to be of considerable practical assistance 
are those on pension scheme administration and on international 
aspects, although the second of these may be of interest to a 
somewhat limited range of readers. It is difficult, however, to 
envisage who will find of much help some of what appears in 
the chapter on ‘Informing members and their representatives’ — 
an extreme example being the inclusion of two sketches of an 
overhead projector and a slide projector! 


Regional Policy for Ever 
by G. HALLET, P. RANDALL and E. G. Weer 
Institute of Economic Affairs, £ 1'80. 


This booklet comprises five essays on different aspects of 
regional policy; three by Mr Hallet and one apiece by the other 
two authors. They cover the background of British regional 
policy with particular emphasis on recent developments, an 
economic analysis of the case for and against such government 
intervention, together with a brief review of EEC policy in this 
field. 

They provide a concise and readable review of the issues 
involved, with the authors able, with little difficulty, to 
demonstrate the weaknesses and shortcomings of past and 
present policies. This is a good background paper for any student 
of economics or industrialist who wants to know more than the 
benefits from investment grants or allowances 


RECENT PUBLICATIONS 


WORKBOOK OF COMMERCE, second edition, by Henry G. Hughes 
and John W. Loveridge, 217 pp. 84X 54. Butterworth, paper- 
back, £2. 

1973 SUPPLEMENT TO SILKE ON SOUTH AFRICAN Income Tax, 
seventh edition, by A. S. Silke, M.COM., PH.D.(CAPE TOWN), 
C.A.(S.A.), F.C.A. xi+395 pp. 946. Juta, Ro.s5o. 

CRACKNELL’s Law STUDENTS’ COMPANION; COMMERCIAL Law, 
by G. H. H. Glasgow and D Grace. vii-+154 pp. 9» 6. 
Butterworth, paperback, £2. 

Tue THEORY op Frvanciat Decistons, by C. W. Haley and L. D. 
Schall. xv-i-383 pp. 9 X6. McGraw-Hill, £5'85. 

Key to VALUE AppEp Tax, second edition, edited by K, R. 
Tingley, F.c.c.a., and Percy F. Hughes. 339 pp. 84x53. 
Taxation, £2'40. 

OBJECTIVES OF FINANCIAL STATEMENTS. 77 pp. 9X6. American 
Institute of Certified Public Accountants. 

THE Finance ACT 1973, by W. T. Deadman, F.T.1.1., A.c.LS., and 
J. P. Dallison, F.c.a., A.T.1.1. 61 pp. 8X6. Farringdon, £1. 





These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd The City Library, 151 Strand, London WCa2R 1JJ. Amounts quoted 
are the net cover prices; 25p should be added for packing and postage. 


THE 
December 6th, 1973 


ACCOUNTANT 


291 


Operating with Inflation 


I — Dynamic Planning and Accounting 


by MICHAEL CLAY, M.A., F.R.G.S., F.1L.W.S.P., F.LP.C., A.M.B.LM. 


Discussion of inflation accounting has centred on problems of financial 
reporting after the event. There is no less need, the author suggests, 


ANAGERS and accountants are being bombarded with 

proposals for reforming the presentation of accounting 
information. The process started with public disquiet over the 
responsibilities of auditors when a company that was apparently 
highly successful could become highly suspect overnight, or 
vice versa. Such celebrated cases as the GEC take-over of AEI, 
Rolls-Royce, the Pergamon affair and the proposed ICI take- 
over of Courtaulds brought journalists into the battle with 
widespread suggestions of ‘figure juggling’. 

The response of the accountancy bodies, at first cautious, 
gradually gathered momentum and the public has been offered 
a series of exposure drafts on accounting practices that cover 
most of the problems. These problems lay in areas where 
accountants were required to exercise judgements, e.g., on the 
‘correct’ rate of depreciation, or on the value of stocks. Although 
the controversies still continue, many of the solutions are in 
sight. 

Public disquiet about auditing practices was certainly the 
stimulus, and everything since has flowed from it. But a further 
influence which has been at work, and which has caught 
companies and accountancy as ill-prepared as the former 
problems, is the continuously high and varying rate of inflation 
in the economy. 

Inevitably, inflation has been considered as part of the first 
problem package. Proposals have included replacement value 
accounting and annual revaluations according to some nationally- 
accepted price index — solutions all geared to the first set of 
problems, whose public symptoms were unsatisfactory auditing. 
When the solutions are finally worked out they will provide 
final accounts which once again can be relied upon to provide a 
‘true and fair view’ of the state of affairs at the given date and of 
the past year’s operations; but they make little contribution 
towards a solution of a second problem. 

This second problem is not directly concerned with published 
profit and loss accounts and balance sheets. It is concerned 
with how the company should live and how managements should 





for an inflation-adapted internal control system. 


operate from day to day, week to week and month to month 
when prices of materials, labour, services and other items are 
changing upwards, without notice and sometimes in an un- 
predictable way. The ED8 proposals, when finalized, could show 
in a very elegant manner that the company has done much 
worse than it should have done because of inflation — or pos- 
sibly, in some cases better. But these proposals will not stop 
it happening every year. What is required is a management 
information system which enables a company to operate 
comfortably under inflation conditions, as distinct from a system 
which enables it to report faithfully what has happened. 

For the present purpose, pricing constraints imposed by 
Government legislation have been ignored — quite deliberately, 
since matters of taxation and legislation are notoriously volatile. 
They are unrelated to accounting principles and represent a 
superimposed load that the system has to bear, whether or not 
they are logical or inconsistent. 

The intention here is to investigate the accounting concepts 
involved in operating with inflation; it is suggested that inflation 
requires that new approaches to accounting practice be adopted, 
particularly in price control. Various possible solutions are 
described, each of which can only be regarded as an outline or 
guideline for action. The problems are many and each company 
will, to a large extent, have to seek its own solutions — which 
can then be modified as needed to meet the legislative con- 
straints of the day. 

Typical arrangements for control, under a static (or con- 
ventional) planning and accounting system, centre on the annual 
plan or budget prepared in the autumn prior to the year con- 
cerned. Actual results month by month are compared with 
plan, significant variances are investigated and action is taken. 
The monthly plan is one-twelfth of the annual plan, adjusted by 
a calendar factor or by traditional seasonal sales volume effects. 

The starting-point for a dynamic plan is the same. For the sake 
of illustration we will assume that the 1974 plan is being prepared 
in October 1973. The actual results for the first three-quarters 

















Table I 
SALES 
1973 plan 1973 latest forecast 1974 plan 
Value at Value at 
average 1973 | average 1974 
Product Volume Value Volume Value Volume Prices prices 
1 10 100 10 100 11 110 121 
2 10 100 8 80 10 100 110 
Total 200 180 210 231 
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of 1973 are available, plus a reliable forecast for the final 
quarter, 

The starting point for the exercise is the expected sales 
volume. If this is inserted, first at 1973 prices and then at 
expected or average 1974 prices, one can achieve the important 
separation of growth from inflation. This is done in Table I, 
where for convenience the product range consists of only two 
items. The values are quoted as pure numbers; it is unimportant 
for this exercise whether these are £s or £ millions. 

In total there is a planned growth of 5 per cent compared with 
the 1973 plan, or 17 per cent compared with latest forecast, and 
inflation is expected to increase money figures by zo per cent 
(£210-+ fa1= £231). 

Assuming this sales plan to be provisionally acceptable, and 
that plant capacity is available to meet it, the third step is the 
normal budgeting process in which costs are accumulated and 
totalled, and the profit is calculated. This is summarized in 
Table II (ignoring the final column for the moment). 











Table I! PROFITS 
1973 1974 Plan 
1973 | Latest |—————-——_— 
Plan | forecast | Original |Adjusted 
Direct labour .. z Se GO 60 71 69 
Direct expenses ab SE 60 54 73 70 
General works expenses e A0 A0 48 45 
Administration and selling ex- 
penses a SS Gei 20 20 25 23 
Total costs .. 174 217 207 
Expected profit 6 16 24 
Expected sales (Table I) 180 231 231 








The 1973 planned profit was 10 per cent on sales, and it is 
firmly intended that 1974 will yield this figure. Table II suggests 
that the profit will be less than 7 per cent. Costs and prices are 
reviewed. Prices are judged to be correct, as 1974 averages, but 
planned costs are reduced to restore the 10 per cent profit. 
Specific decisions are taken to assist implementation of the 
reductions in planned costs. 

The adjusted, (e, the final plan, for 1974 appears in the 
final column of Table II. 
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Step four requires that sales and costs be broken down on a 
monthly basis. Consider one of the cost groups — general works 
expenses (1973 plan={40, 1974 plan={45). Clearly, in an 
inflating economy, if £40 is the true average for 1973, the annual 
rate in January 1973 will have been less than {40 and in 
December 1973 more than £40. It is important to realize that 
one will, therefore, expect the January 1974 results to be at a 
significantly higher rate than that for 1973 as a whole. This 
basic effect is still inadequately realized by managers. 

The simplest way to achieve a month-by-month breakdown 
is to draw a straight line graph of £s against months. The 1973 
and 1974 plan figures are entered on the graph at the end of the 
space for June in each year; a straight line is drawn through the 
two points, and extended forwards and backwards. The relevant 
value for each month in 1974 is then taken as the mid-point 
of the line for each month. This is shown in Figure 1. 

When the 12 values for the year are totalled and averaged, the 
result must be the 1974 plan figure; if it is not, the error is 
probably due to misreading or mis-plotting the graph. 

As an alternative, a simple arithmetical method enables one 
to dispense with the graph. Take the 1974 plan (£45) and cal- 
culate the increase on the 1973 latest forecast (£45 — 40=-{5); 
calculate one-twelfth of this (£5/12=0°417); take half of this 
(£0208); and add it to and subtract it from the 1974 plan figure. 

£45 +£o-208 = £45208 

£45 —£0'208 = £44792 
This gives the annual rate plan figures for July and June 
respectively. Continue adding {0-417 to the July figure suc- 
cessively to obtain figures for August through December. 
Continue subtracting {0-417 from the June figure to obtain 
figures for May back to January inclusive. Total equals the 
1974 plan. In the example, the results are:. 


Table II 
January 42:707 July 45-208 
February 43-124 August 45-625 
March 43-541 September ., 46-042 
April 43-958 October 46-459 
May 44-375 November .. 46:876 
June .. 44-792 December .. 47-293 
Total 540 
Average ae 45 


The linear method would not satisfy the purists, since it 
assumes an equal amount of inflation each month, whereas an 
equal rate each month would be nearer the mark. There is 


FIGURE 1 — GRAPHICAL DETERMINATION OF A DYNAMIC BUDGET — PRELIMINARY STEP 
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Is your company 
getting the insurance 
you need? ` 


Ask Williams & Glyn’s 


Among the many business services from Williams 
& Glyn’s is a complete Insurance Broking Service. 

This can do two vital things for your Company. 
Specialists can give you an “insurance check-up”. And they 

Can help you get the cover you need on the best terms. 

As Insurance Brokers they are impartial: as mem- 
bers of Williams & Glyn’s Bank they can see insurance in 
its proper perspective as part of your company’s general 
financial affairs. In other words they aren’t selling you 
insurance, they’re helping you to buy it. 

So whenever insurance comes up—Fire, Accident, 
Liability, Plant; Buildings, Pensions—call in to see the 
Manager of your local branch. Check the address in the 
Yellow Pages. Or phone Insurance Services. Telephone: 
01-626 3270. 


WILLIAMS & DIN BANK "e 


67 Lombard Street, London EC3P 3DL, and Branches. 
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For Sale FREEHOLD 
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BY GIVING TO CHARITY THROUGH 
A DISCRETIONARY COVENANT WITH 
THE CHARITIES AID FUND, 
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privilege of operating his 
own Charitable Trust. Both 
the beneficiaries and the 
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circumstance. The CHARITIES 
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does all paper work; claims 
tax refund. The service is 
FREE when the National 
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beneficiaries. 


CHARITIES AID FUND 
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ample scope for complicating the method, e.g., by using semi-log 
paper or a geometric progression in place of the arithmetic 
progression described, or even the calculus to cope with what is 
essentially a continuous rate of inflation. But the important 
principle at this early stage in inflation accounting is to strive 
for a practical method with some imperfections, rather than a 
near-perfect method which is too complex to use. 

In the example, we have made the simplifying assumption 
that one can produce periodic plan figures for general works 
expenses as a whole. This is impracticable, and one will in fact 
have to apply it to the individual nominal ledger accounts from 
which general works expenses are constructed. (One could, of 
course, calculate the 12 figures for this item as a whole and then 
apply factors to obtain the 12 figures for each account, rather 
than calculate each account ab initio.) 

The reason for considering individual accounts rather than 
huge account blocks lies in the next step. So far, the exercise 
has been purely arithmetic; in fact, one would like to be able to 
apply judgement and foreknowledge to the 12 figures. 

Suppose, for example, that staff salary increases take effect 
on July rst, i.e., midway through the year; it would be foolish 
to_prorate the 1974 planned increase in salary costs equally 
over 12 months, when it is known in advance that the entire 
increment will be borne during the second half of the year. 
Again, insurances may be renewed from April rst and the 
increases would then apply over nine months. One could, of 
course, spend far too much time and energy in allocating 
differentials over the 12 months and pursuing elusive details 
beyond what is economically justifiable; a balance has to be 
sought. 

The result of the exercise is a monthly analysis of next year’s 
plan for each account in which all effects, both inflation- 
originated and growth-originated, are merged. These can then 
be added back to give the final budget totals month by month 
for each group of accounts, e.g., general works expenses in 
department A. 

We may assume the result of this work as applied to the data 
in Table ITI and expressed as monthly costs to be as follows: 
Table IV 


January 3,500 July 3,750 
February 3,500 August 4,000 
March 3,500 September .. 4,000 
April 3,583 October 4,000 
May 3,583 November .. 4,000 
June 3,584 December 4,000 


Total 45,000 (as before) 

The above figures include the effect of calendar factor. 

We can now consider how results would be reported under a 
typical standard costing and budgetary control system on the 
one hand and, on the other, how the same information would 
look when inflation is taken into consideration. First, the 
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conventional reporting system; the plan details are as follows: 
1974 Plan for general works expenses (Table We . £45,000 
Monthly budget for standard month £3750 
Standard hours in the average month ei 500 
Standard costing rate per hour £3,750/500 =£7'5 


Calendar factor for the month Ges bring SE 


month to actual) r2 
The following are the actual results for Taney: 
Standard hours for production achieved 530 
Allowed hours for production achieved 540 
Actual hours worked 580 
We can then calculate: 
£ 
Standard cost of standard hours achieved 530X 7'5 =3,975 (A) 
Standard cost for original budget 500 x 1'°2X 7'5 .. =4,500 (B) 
Standard cost of allowed hours 540X 7'5 .. =4,050 (C) 
Standard cost of actual hours worked 580X 7'5 .. =4,350 (D) 
The actual cost was . ae 4,000 (E) 
The variances are: 
Total - 25 (A)-(€) 
Sales volume —525 (A)—(B) 
Extra allowance +450 (B)—(C) 
Efficiency —300 ©6(C)—(D) 
Expense +350 (D)- (Œ) 


The total variance is SE small, 

If the same calculations are repeated, but using the adjusted. 
January figure of £3,500 ex Table IV to replace the £4,500, 
the hourly costing rate for January becomes £3,500/500={7, 
and the remaining figures are: 

Standard cost of standard hours achieved 530 X'7 =3,710 (F) 


Standard cost of original budget .. .. =3,500 (G) 
Standard cost of allowed hours 540 X7 .. =3,780 (H) 
Standard cost of actual hours worked 580X7 .. ==4,060 (J) 
Actual cost (as before) 4,000 (K) 
The new variances now become: 
Total —290 (F)—(K) 
Sales volume +210 (F)—(G) 
Extra allowance —280 (G)—(H) 
Efficiency —280 (H)-— (J) 
Expense + 60 J-K) 


Treatment of materials 


Dynamic planning as used for overhead items needs some 
modification for materials. General works expenses, of course, 
include some materials costs, but these are relatively less 
important. 

The typical treatment of raw materials under a static system 
of standard costing and budgetary control would display 
information on standard and actual costs and calculate two 
variances, prices and usage. A simple display is as follows: 

















Prices Usages Costs Variances 
Actual usage 
valued at 
Standard Actual Standard Actual Standard standard Actual Total Usage Price 
A B C D E=AxC F=AxD G=BxD H=E—G K==-F—G 
10 14 90 100 900 1,000 1,400 —500 ~—400 


The unsatisfactory feature in this display is that a significant 
price variance may or may not imply that action is needed, 
and therefore the whole purpose of variances is negated. If the 
above standard price of ro was set on the basis of an expectation 
of a price of 6 for six months followed by 14 for six months, 
then the ‘true’ price variance would be either negligible or of 
colossal seriousness. 





There are two alternative suggested solutions. First, one can 
insert the standard price for the month in column A, in place 
of the annual standard. The price variance will then truly 
reflect the difference between the expectation for the given 
month and actual and serve once again as a guide for investiga- 
tion and action. Alternatively, it is possible to show both the 
annual standard and the monthly standard, and throw out the 
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" Table VI 
Prices Usages Costs Variances 
Actual Actual 
usage usage 
valued at | valued at 
Monthly F Annual annual monthly 
Plan |standard| Actual |Standard| Actual | standard | standard | standard Actual Total Usage Inflation Price 
A B C D E F=AxD | G=AxE | H=BxE | J=CxE | K=F—J | L=F—G | M=G—H N=H—J 
10 11 90 100 900 1,000 1,100 1,400 —500 —100 —100 —300 


14 








cost difference expected as a result of inflation as a separate 
variance. This is done in Table VI above. 

Now we see the true position. After making the necessary 
allowances for expected inflation, high prices have led to an 
unfavourable variance of £300, (27 per cent up) and that was 
made worse by above-standard usage. Urgent action is needed. 


Treatment of sales 


Dynamic accounting requires that a variable standard selling 
price for each item should be included in the plan. The pro- 
cedure then becomes similar to that described for materials. 
One could consider a variable standard for sales volume also 
in cyclical or trend-affected businesses but, as this is irrelevant 
to the present study of inflation accounting, it is not considered 
further. Again, there are two alternative ways to process the 
information. In the first the standard price is the standard 
adopted for the given month, as in Table VII. 
The alternative, as in the case of materials, is to show both 
- the annual standard price and the monthly standard price, and 
` throw up an additional inflation variance, which should total 
zero for the year. 

The price variance is identical in both alternative methods, 
The volume variance is slightly different. Of course, the 
physical quantity represented by the variance is identical but the 
valuation rate differs (the month’s standard price, the annual 





standard, respectively). It is suggested that the first method is 
preferable. 


Treatment of labour costs 


No proposals are given here for the treatment of labour costs, as 
the conventional accounting bases for labour costing are so full 
of variety. There are schemes which regard labour as a, roo per 
cent variable cost; labour charges are shunted from one internal 
account to another, and balances booked to ‘idle time account’. 
At the other extreme are schemes in which labour is a fixed 
expense and it is treated similarly to managerial salaries. 

‘The examples given on overheads, materials and sales should 
enable one to construct a suitable dynamic accounting system 
including labour costs. In some respects, data on labour cost 
inflation is likely to be less difficult to forecast, since wage rates 
are reviewed annually in many companies and agreed for the 
following year. Under these circumstances, labour costs will be 
subject to a single-step increase at some time during the planning 
year. Eent 

It is suggested that the internal control scheme described will 
provide a practical solution to management reporting problems 
under inflationary conditions. But this is still control after the 
event, or ‘post-control’. In a subsequent article, methods for 
‘ante-control’ will be described, concentrating upon the problem 
of setting continually realistic prices. 





























Table VII 
` SALES FOR MONTH 
Prices Volume Income _ Variances 
Actual 
volume at 
: standard 
S Standard Actual Standard Actual Actual price Standard Total Price Volume 
A B C D E=BxD F=AxD G=AxC H=E—G J==E—F K= F—G 
p 10 9 50 40 360 400 500 —140 —40 —100 
Table VIH 
$ SALES FOR MONTH 
Prices Volume Income Variances 
x Actual Actual 
i volume at | volume at 
g monthly annual 
Monthly\ standard | standard | Annual 
Plan istandard; Actual Standard; Actual | Actual price Price Standard Total Price Inflation Volume 
x A B Cc D E F=CxE | G=BxE | H=AXxE | J=AxD | K=F—J | L=F—G M=G—H | N=H—J 
NN 10 9 50 40 360 400 440 550 —190 — 40 —40 
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Control in the 


Management Process 


NFORMATION and communication are necessary 
elements in any management system. Traditionally, 

management information and control have been seen to be 

closely related to the accounting system. This is a view, 

however, which is under attack at the present time. 
Increasingly the development of dynamic, 

usable, management information systeins is 

moving outside the limits of classical ac- 

counting systems. Close links are being 

forged between information and the process 

of planning and control, and with the 

behavioural sciences in the process of 

motivating people to achieve defined goals. 


Tasks of management 


An outline of the tasks of management and 
the role played by information and control 
is given in an article by John E. Fleming 
entitled “Ihe Spectrum of Management 
Control’ which appears in the April 1972 
issue of SAM Advanced Management 
Journal. The function of control is pre- 
sented as an integral part of a total manage- 
ment task orientated activity. The activity 
can be considered as having three axes as shown in figure 1. 
Each management activity relates to specific activity areas; 
it uses resources over time; and it comprises a range of 
quite distinct functions. ` 

The control element in the management activity can be 
conceived as providing normative standards of perform- 
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PLANNING 


Figure 1 
THE GENERAL MANAGEMENT TASK 
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alter plans 


ance; appraising the outcome of that activity in terms of 
those standards; and initiating remedial action. Those 
concerned with the communication aspects of control 
establish the information systems that serve the three 
stages outlined above. As such they must be aware of the 


Figure 2 
THE CONTROL FEEDBACK PROCESS 
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end use of the information systems that they design and be 
concerned, not with accounting niceties, but with the 
practical implications as to how the system will serve 
management in each task area. The behavioural scientist 
studies the response of individuals to the stimuli provided 
by the system in terms of behaviour and personalities. 


The control process 


The control process has emerged as a vital element in 
management as a result of the information revolution 
brought about by the advent of computers. Originally 
it was seen as being a part of the computer information 
system, but it has become increasingly recognized that the 
cycle of events in control systems forms the key element 
in any management system, whatever the processing 
technique that is used. 

This cycle of events is shown in figure 2. The process 
is designed to produce a state of equilibrium in the system 
being managed — an equilibrium allied to specific objectives 
defined in the planning stage. Current operating data is 
continuously compared with planned levels of activity, 
deviations from that plan then being the instruments to 
trigger off management action to bring events back to the 
planned equilibrium, or to amend the plans themselves. 

While this process can be likened to the responses and 
functioning of a thermostat, there are some important 


THE 
156 


differences, The standards and information in a business 
system cannot perform with the precision of a mechanical 
system. The uncertainties of real-life activities and the 
imperfect responses of human beings will require the basic 
framework to be supplemented if the system is to work 
effectively. 


Effectiveness of systems , 


Apart from the difficulties outlined, there is also the 
problem of the volume of data itself. In most information 
systems a greater volume of information is generated than 
can be used. The receiver must make some judgements about 
what is relevant or not, but there is no guarantee that most 
or all of the relevant information will be transmitted to the 
user. 

The volume of data adds to the problem of ‘noise’ in the 
system. The irrelevant information will distract one from 
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and obscure the relevant in the same way that static 
distracts from a radio signal. One of the basic objectives of 
the systems designer is to constrain the information flows in 
such a way as to reduce the volume of irrelevant information. 


` 


Human behaviour and control , 


Attitudes to the behavioural and motivational aspects of 
management are subject to much questioning at this time. 
There is a basic conflict between the individual freedom 
and collective efficiency. Those who are not able to exercise 
control become disenchanted with their jobs with a lessen- 
ing of their effectiveness in the organization. The problems 
of relating the individual to the organization, and the place 
of control as it affects the individual, are areas of un- 
certainty at the present time. The big question mark is 
whether the concept of the ‘post industrial society’ will 
invalidate many of the past theories and practices. 


Dr Barnardo’s Finances 


ECRETARY and chief accountant Four-year plan 


dom, the annual review states, is concen- 


of Dr Barnardo’s, Mr Keith Manley, 
F.C.A., recently came across one of the 
Society’s earliest Statement of Accounts 
and sent a photostat copy of it to The 
Accountant so that this ancient document 
could be compared with the modern form 
of presentation. Hence this week’s re- 
print of the accounts of Dr Barnardo’s 
(a company limited by guarantee). 

Mr Manley considers that the auditors’ 
report on the 1888 accounts must be the 
shortest on record (see page 758). It could 
have been shorter. The word ‘carefully’ is 
surely superfluous. But if Wm Fowler, 
Treasurer, and Thos J. Barnardo, 
Founder and Director, considered 
£12,259 108 2d ‘a heavy financial burden 
with which to begin the present year’, 
they would surely have stood aghast at 
the size of Barnardo’s finances now and 
the extent to which annual expenditure 
is financed by legacies. 

They would have been astounded, too, 
at the style of the annual report and the 
modern form of presentation. Modern 
is the word, right down — or up — to the 
shortening of the name and the use of a 
company symbol. In some instances of 
public companies where the symbol 
leads, it is now becoming difficult to find 
the company’s proper name. 

A girl and boy holding hands in a black 
circle with ‘Barnardo’s’ in red, is the 
Barnardo company’s symbol and sign 
on annual report, annual review and 
notepaper as well. 


The annual report is commercial in that 
it includes a chairman’s statement or 
‘message’ signed by Sir Ian Scott, a 
report of the Council in lieu of directors’ 
report, and the accounts with attendant 
notes. With the report there was issued 
a separate Annual Review 1972-73 
describing in words and pictures what 
Barnardo’s does, how it does it, what it 
plans to do, and how it intends to do it. 
It is all well and expertly done, which is 
as it should be, because organizations 
such as Barnardo’s now need to be 
professional in a professional world. 
Barnardo’s work in the United King- 





Mr Keith Manley, F.C.A. 


trated into eight geographical divisions, 
each supporting a range of residen- 
tial and field-work services supervised 
by senior staff based at a divisional office. 

Development plans covering a four- 
year forward project are reviewed and 
updated annually. The plans are designed 
for future expansion of .Barnardo work, 
while at the same time exploring the best 
and most economical use of manpower, 
buildings and money. 

There has, of course, been a vast 
change in the character of Barnardo’s 
work over the years. The underlying 
principle today is ‘prevention’, and of 
the 6,000 and more children being helped, 
more than 3,000 are aided through 
Barnardo’s Family Care Service which 
aims to keep families together to provide 
help before the point is reached when 
children need to be received into care. 

In this respect, day care is vitally 
important. At present there are 23 day 
care centres and another 7 planned. 
The number of places available for this 
type of care is presently 439 but it is 
planned to increase it to well over 800 
by March 1977. Apart from the Family 
Care Service there are 3,000 children in 
more than 100 residential homes, special 
schools and in foster homes. 


Capital costs 

A year ago the capital cost of the rolling 
four-year development plan was esti- 
mated at {4-6 million. The current 
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your open line to the money market. 








Whether you're raising capital for a special project, or 
looking for the most profitable and convenient way to use 
a cash surplus, call Butler Till. 


As leading money brokers, we can put you in instant 
touch with the money market. 


If you're a depositor, we can arrange terms 
through short or long-term deposits with local 
authorities, banks, finance houses, major 
companies, or through the purchase of sterling 
certificates of deposit. 


If you are looking for funds, short or long, we 
can also help. Our dealing rooms in London, 
Manchester, Edinburgh, Jersey—in association 
with Guy Butler & Co. (Jersey) Ltd. — and 
Dublin, in association with Dawson Money 
Brokers Ltd., provide immediate and up-to-the- 
minute information, as well as facilities for most 
competitive dealing. 


At Butler Till, we offer all you need to make the most 
efficient use of the money market. 


Call us soon, 


Butler Till Ltd. 


Money Brokers 


34 King Street, London. EC2V 8ER Tel: 01-606 8341 Manchester: 061-228 3521 Edinburgh: 031—556 9241 


Jersey: Jersey Central 37461-65 Dublin: 0001-782055 
A member of the Clive Group 


The YWCA helps 
young people 
everywhere. 


In a world of shifting values some things are worth 
preserving. 

The ‘Y's’ tradition of service to the young, for example. 
The YWCA houses 6,500 girls, young women — and young 
men. New building will provide another 300 places. But 
there are thousands more than this needing a decent place 
in which to live. 

YWCA Clubs offer the young reasonably-priced — and 
enjoyable — accommodation, and a place to go to find new 
interests. For young girls, our Further Education Courses 
help during the first difficult years at work. But above all, 
the YWCA gives the young a chance to serve others. 

Our field workers are active in new communities in 
dilapidated areas, amongst young people everywhere. Last 
year we helped over 13,000 young bewildered travellers 
arriving at London railway stations. 


Please give, and please give today, to help carry on 
and increase our vital social work. 


YWCA of Great Britain 


National Offices, Hampden House, 2 Weymouth Street 
London WIN 4AX. Telephone 01-636 9722 
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development plan for the four years to 
March 1977 approved by the Barnardo 
Council, indicates that rising building 
costs and the addition of new projects 
puts the cost up to {6-5 million at 
present-day prices. 

Recurrent operating costs to support 
present and future work will increase 
from (coincidentally) £4-6 million in 
1973-74 to £6-4 million in 1976-77. 
Planning on that scale implies a con- 
siderabie degree of faith in the continued 
support of Barnardo’s army of friends. 

Fund raising, as the accounts show, is a 
not inexpensive business. Of each {£1 
obtained by Barnardo’s in 1972—73, 40p 
came from cash legacies, 254p from general 
and industrial appeals including Barnardo 
helpers and postal appeals, 21p from 
statutory authorities as contributions 
towards maintenance, 9p from investment 
income and 44p from all other sources. 

Of each £1 spent, 804p went on work 
amongst children and young people in 
the United Kingdom and 3p on work 
among children in Kenya, Australia and 
New Zealand. Of the balance, 7ip was 
spent an fund raising, including salaries, 
expenses and pensions of appeals rep- 
resentatives, cost of boxes, emblems, 
printing and postage, 5p was spent on 
educational and promotional work, 3p 
was spent on head office administration 
and rp on advertising and appeals. 


Income raising 


All told, Barnardo’s in the year under 
review employed 1,352 people full- 
time and 628 part-time on child care, 
222 full-time and ten part-time on appeals 
(speakers, organizers and clerical) and 
141 full-time and 12 part-time on central 
services. Remuneration to all staff totalled 
£2,480,886. 

That figure, it will be seen, accounts for 
almost half the year’s total expenditure 
that wes covered in 1972~73 by the com- 
bination of running income, investment 
income and legacies. The extent to which 
the work of Barnardo’s ~ increasingly con- 
cerned, incidentally, with the physically 
» and mentally handicapped — is financed 
year in year out by legacies is remark- 
able. 

This year rising interest rates should 
improve investment income again. J. 
Henry Schroder Wagg are Barnardo’s 
investment managers, but considerable 
responsibility for income raising will 
continue to rest with Mr Nicholas Lowe, 
J.P., M-A., A.C.A. 

Possibly it is his touch, if that word 
may be excused, that the title page of the 
report and accounts adds to Bankers: 
Barclays Bank, ‘Please make cheques 
and orders payable to “Dr Barnardo’s’’, 
crossed “Barclays Bank Ltd. Afe Dr 
Barnardo’s”? 
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Barnardo’s address is Tanners Lane, 
Barkingside, Ilford, Essex IG6 1QG. 
If readers of ‘Finance and Commerce’ 
consider that the provision of such 
detailed information is a deliberate ‘plug’, 
they may well be right! 

Having already mentioned two char- 
tered accountants, Mr Manley and Mr 
Lowe, it is only correct to state that 
Mr John Hillyer, M.A., F.C.A., is chairman 
of the Executive/Finance Committee, 
and all three — not to mention auditors 
Turquands Barton Mayhew — would no 
doubt be pleased to have confirmed the 
undoubted fact that ‘Finance and Com- 
merce’ is read by the most generous 
members of their profession. 


Dunford & Elliott's 
Professionalism 


NCREASES from £247,000 to 

£372,000 in leasing equalization ac- 
count, and from £658,000 to £1,957,000 
in deferred taxation, are two particular 
items in the Dunford & Elliott balance 
sheet. In Accounting Policies it is stated, 
under ‘Plant Leasing’, that the terms of a 
number of leases of plant and machinery 
items provide for a high rental during a 
primary period and lower rental during a 
longer secondary period. 

The group intends to lease the plant 
and machinery during the whole of the 
primary and secondary periods and 
leasing costs are being written off against 
profits in egual instalments over the 
useful life of the assets concerned. The 
leasing equalization account is the amount 
by which the cumulative payments made 
exceed the cumulative amounts charged 
against profits. 

The substantial increase in deferred 
taxation turns on the change with effect 
from August 1st, 1972, from the liability 
method to the deferral method using 
separate computations for each group of 
similar timing differences. The prin- 
ciple differences dealt with in the de- 
ferred taxation account are in respect of 
capital allowances on plant and machinery, 
industrial buildings allowances, leasing 
payments and interest receivable and 
payable. In addition, £390,000 is in- 
cluded as the estimated liability to tax on 
capital gains in the event of a sale of 
land and buildings at the revaluation 
figure as at July 31st, 1973. 

Even after that fixed asset revaluation, 
incidentally, Dunford & Elliott, operat- 
ing in the private sector of the steel 
industry, still showed a return before tax 
on shareholders’ funds of over 20 per 


757 


M 


cent in the past financial year. That, 
as the chairman Mr Frank Welsh, M.A., 
F.B.LM., points out, ‘is considerably 
more than that being achieved by many 
manufacturing businesses’, 

Of the reasons why the company has 
consistently managed such a good per- 
formance, Mr Welsh comments that 
‘much is due to the highly professional 
way such activities as accounting, data 
processing, engineering, marketing, per- 
sonnel, procurement and research are 
managed’. Although ancillary to the 
main production activities, ‘the success 
of these operations contributes very 
largely to the performance of the group 
and is not easily paralleled elsewhere in 
the industry’. 

In the year to end of July trading 
profits were £2,342,000 on turnover of 
£23,586,000. Shareholders’ funds em- 
ployed totalled {10,658,000 at the finan- 
cial year end. 

Chairman and managing director of 
the operating company, Dunford 
Hadfields, is Mr P. G. Edwards, B.sc., 
C.ENG., F.B.I.M., and the financial director 
of the group is Mr D. R. Ward, Soa 


Pontin’s Properties 


ROPERTIES of the Pontin’s holidays 

company stand at a book value of 
£2081 million for freehold land and 
buildings, with a further £609 million 
on long lease and £23,237 on short 
lease. The main basis is ‘cost’, with 
some {6-2 million of the freehold figure 
applicable to partial valuations in 1962, 
1964 and 1968. 

The directors ‘are of the opinion that, 
having regard to the upward trend in 
market values, the value of the company’s 
properties is in excess of the value shown 
in the balance sheet. It is not at present 
proposed to undertake a further revalua- 
tion of the assets’. That is reasonable 
since the worth of Pontin’s properties is 
effectively what they can earn in terms 
of holiday bookings. 

But there are other factors which come 
to light from Mr Fred Pontin’s statement 
with the accounts. At home, planning 
permission is being sought in the North 
of England for a self-catering holiday 
village which, according to Mr Pontin, 
‘will be the largest project we have ever 
undertaken’. This is at Blackpool and 
there is a fair amount of local opposi- 
tion. 

Overseas — at Alicante and Almeria — 
large sites have been acquired for 
holiday villages, and both developments 
will leave substantial land areas surplus 
to the company’s needs. ‘Methods of 
exploiting these to the best advantage’ are 
being considered. 
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Inadequate cover can lead to the catching of a severe cold 
An individual’s sensory apparatus tells him quickly 
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enough if his cover is inadequate. 

But Corporate bodies have no such mechanisms. 

And it therefore requires considerable skill to 
discern whether or not a company’s insurance is too 
great, too small or just right. 

It is a skill which CIB brokers have mastered to 
a man. 

Call one in, and he will set about gaining a 
thorough understanding of your business. 

He will then be able to tell whether you are 
sufficiently covered in the right places. (He will 
probably also be able to point out places which you 
hadn’t even thought of.) 

Given his experience of insurance and his familiar- 
ity with Lloyds and with the Insurance Companies, he 
can then proceed to provide exactly the protection you 
require, on highly competitive terms. 

He will help you with claims; advise you on new 
developments and modifications arising from them; and 
provide an international service if yours is an inter- 
national operation. 

Send to us for a list of CIB brokers (the address is 
below). Select one and call him in. And your company 
may never need the attentions of a Company Doctor. 

Prevention, after all, is better than cure. 


CIB 


The Corporation of Insurance Brokers, 
15 St. Helen’s Place, London EC3A 6DS. 
01-588 4387. 
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We exaggerate, of course. But it does illustrate our point that one 
doesn’t have to go to extremes in the quest for industrial or 
commercial property. Not when it’s so easy to contact an organisation 
which has specialised in such property for nearly 120 years. 

Maybe we have just the site, or the building, you’re looking for. 


And much nearer home. EDWARD RUSHTON SON & KENYON 


Industrial Estate Agents and Auctioneers 
Kings Court, Exchange St Manchester M2 3AX. Tel: 061-834 1814 
2 Duncan Terrace, City Road, London N1 8BZ. 
Tel: 01-278 6951. 










Ka 


GE GE nee D 
BASE- LOW OVERHEADS 


eg 
DODE Kä 
-3 | | DTT 









GZ Ke 
ts à 
SE 


ER ege d 


A 






D 













LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 







Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 









limbless 


18,000 limbless Ex-Service men depend on the British 
Limbless Ex-Service Men’s Association. 

BLESMA is not aided by the State, But we urgently need 
money to help these veterans conquer their handicap. 
And to equip and maintain homes in which they convalesce READY-MADE COMPANIES 
and are given care and comfort in their old age. 

This is where you can help. A word from you to your 

client might give hope and encouragement to those who 

gave so much for their country. A legacy would mean a 


Se ah ee 38/40 FEATHERSTONE STREET 
onations and information: 
Major the Earl of Ancaster, K.C.V.O., T.D., Midland LONDON EC 
Bank Limited, 60 West Smithfield, London EC1A 
9DX. 
01-253 2977/8/9 and Telex 262687 
BRITISH LIMBLESS 02-251 0344 (7 lines) 


FY.-SERVICF MENI’S ASSOCIATION 
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INANCIAL markets in the City 

have been trying more than a little 
desperately to find some firm ground 
on which to re-establish a semblance 
of order. But firm ground is at a 
decided premium. 

It is gradually being appreciated that 
the Arab oil sanctions situation has 
entirely changed the economic mech- 
anics. It is as though the engine has 
been put out of gear, and no amount of 
revving up or throttling down makes 
any difference. 

What matters is the gear in which 
the engine is going to be asked to work 
again, and the extent of the adjust- 
ments that will need to be made. Of all 
the fastors that were put into the 
economic equation earlier this year, 
the one about the Middle East war 
and subsequent oil sanctions was 
conspicuously missing. 


FUNDAMENTAL 


Operators in financial markets are only 
now beginning to appreciate the 
fundamental change that has taken 
place. In these notes a week ago, it was 
pointed out that a recession induced 
by oil and power shortages cannot be 
corrected by moves to improve de- 
mand for goods — since oil and power 
shortages mean that demand cannot be 
met. 

Bringing demand down within the 
confines of supply means recession, 
and a government has to be decidedly 
strong to accept that kind of situation 
and put it forward as an acceptable 
policy. That is the extent of the 
political and economic change. 


BLOODLESS 


it is hardly surprising that the most 
sensitive financial market — the foreign 
exchange market — is in considerable 
disarray, and that the most volatile — 
the stock-market — is swinging about 
violently as it reacts to daily and even 
hourly events. But on the London stock- 
market there is consolation of a sort, in 
that the level of business is decidedly 
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low and that the recent fall in prices has 
been comparatively bloodless. 

True, some professional operators 
have been burnt rather than singed, but 
that is a hazard of the professional 
stock-market game. So far as true 
institutional and private investment is 
concerned, most of the equity stances 
have been taken and new money 
investment is concentrated on high 
interest deposit. As a result, the stock 
market suffers from a lack of money 
fuel. Absence of buyers leaves the 
market open to the effect of profes- 
sional selling. 


STARTLING 


In the case of London and County 
Securities, and the rescue by the 
combined forces of First National 
Finance, Keyser Ullmann and National 
Westminster Bank, there is yet another 
instance of the stock-market forecasting 
dire events in a startling fall in the share 
price. This year, London and County 
shares had fallen from 305 to 60 before 
the possibility of the rescue operation 
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was made known. By the time share 
dealings were suspended, the price was 
down to 40. . 

But here is yet another case of The 
Stock Exchange allowing dealings to 
go on too long. When the market in the 
shares was obviously near to chaos, 
and resignations from, and rumours 
about, the company were critical, was 
there no cause for the Exchange to 
step in, halt share dealings and call 
for a statement from the board as to 
the company’s condition d 


APPETITE 


Unilever and British American Tobacco 
Corporation are currently showing a 
considerable appetite for higher UK 
earnings. Unilever is building up UK 
interests in motor vehicle distribution 
and in the builders’ merchants trade 
while BAT currently seems intent on the 
retail industry. A change in the taxation 
system is much more than a mere 
fiscal measure. It motivates changed 
corporate attitudes — usually the wrong 
ones. 


Rates and Prices 


Closing prices Tuesday, December 4th, 1973 


Bank of England Minimum Lending Rates 


Money Rates 


April19,1973 .. 84% July20,1973 .. 9% Daytoday.. 11 -114% Bank Bills 
May11,1973 .. 8 % July27,1973 .. 114% 7days . 113-12 % 2months 133-133% 
May 18,1973 .. 73% Oct.19,1973.. 114% Fine Trade Bills 3months 138-133" 
June 22,1973 .. 74% Nov.13,1973.. 13% 1month .. 143-133% 4months 138-137% 
2months .. 154-154% Gmonths 133-13 % 
3months .. 153-1434% 
Finance House Base Rate 
December 1st, 1973. 14% Three Months’ Rates 
Local authority deposits 15 -153% 
r v Local authority bonds 153 -143% 
FT Industrial Ordinary Index Sterling deposit certificates 153 -1 53% 
December 4th, 1973. 354-6 Euro-sterling deposits 143-144% 
Euro-dollar deposits 103-1034% 
Treasury Bills Foreign Exchanges 
Sept. 28 .. £10-9384% Nov.2 ..£10:6017% New York.. 2-3350 Frankfurt .. 6:1650 
Oct.5 ..£10-8888% Nov.9 ..£10-7124% Montreal .. 2-3360 Milan .. 1426-00 
Oct 12 .. £10:8227% Nov.16 .. £12 4126% Amsterdam 65650 Oslo 13-1250 
Oct. 19 .. £10:7112% Nov 23 ..£12 4777% Brussels .. 935000 Paris 10:6050 
Oct. 26 .. £10-6696% Nov. 30 ., £12:4526% Copenhagen 14-4650 Zürich 7:4900 
Gilt-edged 
Consols 4% .. ai we d 2328 Treasury 9% 1994 762 
Consols 24%.. os ae Sé . 20 Treasury 82% 84-86 Ke ae » 813 
Conversion 33% .. a os » 28% Treasury 83% 87-90 .. vis ae -12 
Conversion 54% 1974 .. ze .. 98% Treasury 63% 1976 = Se .. 868 
Funding 34% 99-04 SS Se » 35 Treasury 33% 77-80 aa aa sa Bi 
Funding 54% 78-80 Si 8 se ` GC Treasury 33% 79-81 SÉ Se . 653 
Funding 52% 82-84 à 684 Treasury 5% 86-89 a vs . 54 
Funding 54% 87-91 Se E .. 56% Treasury 54% 08-12 473 
Funding 6% 1993 .. Sa we ve "Bt Treasury 24% 203 
Funding 64% 85-87 653 Victory 4% .. Sé ae Si 953 
Savings 3% 65-75 .. 892 War Loan 34% .. ae a 283 
Retail Price Index (Jan. 1962—100) 
Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Der’ 
1971 147-0 147:8 149-0 152-2 153-2 154-3 155-2 155-3 1555 156-4 157-3 1581 
1972 159-0 159.8 160-3 161-8 162:6 163-7 164:2 165-5 166-4 168-7 169-3 1702 
1973 171-3 172-4 173-4 176-7 178-0 1789 179-7 180-2 181:8 185-4 
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Sharp Swings 


HE Stock Exchange is a volatile place. On Monday of 

last week there were fears that the oil crisis would lead 
to a recession in world trade, and in the case of the UK 
to a further worsening in the balance of payments. There 
was news of a fall of 42 million tons in coal production as a 
result of the miners’ overtime ban, and for good measure 
Wall Street continued its recent slide into the fifth week 
and the Dow Jones Industrial Average reached its lowest 
level for two years. 


The Financial Times Industrial Ordinary shares index 
fell 14:1 points to 363-9, compared with 508-8 a 
year earlier. But the next day the Ordinary index 
regained 12+5 points in the later afternoon, following news 
that at a press conference in Paris, Sheikh Yamani, Saudi 
Arabian Oil Minister, had said that Western European 
countries like Germany, Belgium and the United Kingdom 
which were affected by the restriction against Holland 
could make up lost quantities ‘by lifting any amount of oil 
direct from Saudi Arabia and Algeria from [November 
27th]. The Sheikh also confirmed that Britain was 
exempted from the oil cut and that Saudi Arabia was ‘ready 
to make sure the British people get exactly the amount of 
oil they received prior to September 1973. If there are 
difficulties we will overcome them’. This is good news, but 
it does not provide for any normal growth in demand; there 
are still high interest rates which depress equities, the 
miners’ overtime ban and the worst adverse balance of 
trade ever. Then on Friday of last week, the Ordinary 
index fell 11-1 points to 364-2, and on Monday was 363:8. 


Nevertheless, it is to be remembered that as a rule the 
Stock Exchange discounts coming events nine months 
ahead, so there is some talk as to whether the market 
has bottomed out and a slow measure of recovery is in 
sight. No-one can say for certain, but certain it is that 
few manage always to buy at the bottom and sell at the top. 


Below is a selection of corporation loans and fixed interest 
stocks: 


Corporation Loans 


Yield Yield 1973 
Price (flat) (red'‘n) High Low 
London Corporation 63 
per cent 1975-78 .. 76 8-56 13-55 90 75 
LCC 5% per cent 
1977-81 T D 65 8-52 12-86 80 65 
LCC 52 per cent 
1985-87... $3 55 9:94 12-42 70 55 
Middlesex 64 per cent 
1975-77... Ss 76 8-15 14-03 88 76 
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Fixed Stocks (Industrial, Commercial) 
Yield 1973 

Price (flat) High Low 
Sears Holdings 74 per cent con- 

version 1992-97 SN > 74 9-8 118 74 
Tozer Kemsley 8 per cent con- 

version 1981 .. 138 ENZ 190 138 
Staffs Potts 94 per cent conversion 

1990-95 ds 118 EW 110 114 
Glynwed 103 per cent loan 

1994-99 ate sig e 84 12:8 100 84 


Ordinary shares 

What should the private investor do now? Inevitably there 
are differing views. On principle, it is wrong to buy on a 
falling market, and it may be supposed that there will be 
few buyers around so long as the oil embargo poses a threat 
to world trade. Present holders of stocks purchased much 
higher up may, however, be tempted into a little averaging 
following the recent very heavy falls in prices on the prih- 
ciple that it is traditionally difficult to ‘get in at the bottom’? 
and that the present low prices may not last very much 
longer. In general the best stocks, particularly those which 
have fallen heavily of late, should be averaged first, but with 
due regard to the desirability of avoiding labour-intensive 
stocks and those which are heavily dependent on oil. The 
following may be worth consideration: 


P/E 1973 
Price Yield Ratio High Low 
Samuel Properties 25p 
shares 200xd 3:6 27°6 273 166 
Dawnay Day 25p shares 81xc 42 12:6 124 79 
Great Universal Stores 
‘A’ 25p shares 208 3-9 13-1 295 208 
Scottish & Newcastle 
Breweries 20p shares 77 4-4 15-0 124 73 


Samuel Properties 


This company has just reported for the year ended June 
30th, 1973. Profits and dividend are higher and there is to be 
a scrip issue of 1 for 1. The chairman, Viscount Bearsted, 
says that despite political uncertainties and high interest 
rates, he remains convinced that the company will maintain 
the growth achieved over the past few years and that 
holders of the company’s shares will continue to see an 
increase in the value of and the return on their investment. 
The substantial portfolio of completed properties is fully 
let and provides a well secured investment income. In 
addition, the company has an important development 
programme in the United Kingdom and on the Continent, 
with a number of ‘excellent’ schemes for the future. 


Dawnay Day 


This company has also reported fairly recently and the 
shares are now ex the scrip issue of 1 for r. The chairman 
says that in the current year there will be greater emphasis 
on the development of banking activities, and that in 
addition to its activities at home, the group is beginning to 
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develop connections and business abroad. This merchant 
bank has an excellent record of rising dividends over the 
ten-year period. 


Scottish & Newcastle Breweries 


This company’s shares have fallen by more than a third 
during the calendar year, yet the company always manages 
to give a particularly good account of itself. Costs are now 
rising sharply, however, and unless price increases are 
permitted the chairman does not anticipate any significant 
improvement in profits this year. But the company’s main 
trading areas, Scotland and north-east England, are 
returning to a period of prosperity with every chance of 
sustained growth, aided by the discovery and development 
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of North Sea Oil. There is also talk of a possible take-over 
bid in the region of 120p. 


Great Universal Stores 


This company’s shares have fallen quite heavily for a giant 
of this calibre, and could be a rewarding purchase at the 
present level. A feature of this company is that it-can make 
hay ‘come rain, come shine’ and the chairman says the 
company is ‘in very good shape for future expansion’. It 
opened another 77 retail outlets in the past year and has 
plans for a further big expansion of sales footage in the 
current accounting period. A professional revaluation of the 
group’s properties has thrown up a surplus in excess of 
£110 million. 





RATES of interest of around 12 per cent 
or so have been obtainable by private 
investors from the major banks. But it 
has been necessary to be able to deposit 
at least £10,000, so as to ‘protect’ the 
building societies from heavy withdrawals, 
For those with under £10,000 to put on 
deposit, the rate has been pegged at 9} 
per cent. 

Insurance companies which have been 
able to lend money at advantageous rates 
for comparatively short periods have not 
wasted any time in coming out with 
short-term income bonds, although, at 
the end of the day, there may not be 
very much return for the insurers after 
they have paid commission and their 
administrative expenses. 

In one case, standard rate taxpayers 
were offered 12 per cent (payable half- 
yearly in arrears) free of tax over a one- 
year period. This particular bond was 
offered through five firms of brokers, and 
the aim may have been to curry favour 
with the brokers rather than to make much 
profit. 

Incame bonds may not be with us for 
very much longer. And, quite apart 
from the tax ‘loopholes’ which building 
societies would like to see stopped up, 
the Department of Trade and Industry 
has been asking companies for details 
of the investments which they make in 
connection with bonds. The Government 
Actuary seems anxious that investments 
should be properly ‘matched’. And 
second mortgages do not seem to be 
looked upon as suitable ‘matching’ 


material. 
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MANY controlling directors have been 
quick to stop making payments to ‘self- 
employed’ deferred annuities and, in- 
stead, have settled for their companies 
to pay their pension contributions for 
them. Effectively, this has resulted in a 
useful increase in net income. 

Cannon Assurance, which is a member 


of Campaign for Company Pensions, 
has introduced a pension contract on a 
managed fund basis for comparatively 
small schemes and, for controlling direc- 
tors, there is the choice of an investment 
linked pension arrangement or a non- 
profit deferred annuity. 

Bearing in mind that one of compara- 
tively few controlling directors could 
retire when investments were at a low 
level, a switch can be made out of units 
into a guaranteed contract at any time 
during the five years before a controlling 
director’s retirement. In this way, it is 
hoped that the company will choose the 
right moment to disinvest. 


d ZS & 

ADVICE from an insurance broker must 
not only be completely impartial, but 
must be seen to be so. This can cause 
difficulties when a merchant bank owns 
both a well-known broking firm and an 
insurance company — both with the name 
Antony Gibbs. 

This means that the brokers, Antony 
Gibbs (Personal Financial Planning) 
have to be cautious about placing 
business with the insurance company. 
They must treat it in the same way as 
any other company, and recommend it 
only when the recommendation will 
stand up to the closest scrutiny. This 
appears to be what is happening. The 
broking company is remaining quite 
detached, concerned only to give sound 
advice to its clients. 


E k & 

THE insurance industry is not short of 
ideas about ‘packaging’ its products. 
The Western Australian Insurance Co 
has a Foundation Plan for the young 
man or woman. For a 20-year-old man, 
there is {2,500 of whole cover, {5,750 
of convertible cover and £750 of family 
income benefits - costing {3:14 per 
month. - 

To qualify for this insurance, anybody 


must be under the age of 31. Between 
20 and 30 at inception, not only is there 
an increase in the gross monthly premium, 
but there is less permanent cover and 
more convertible assurance — while still 
giving the same total protection. 
Conversion can take place at any time 
up to the age of 45. If whole life assur- 
ance is chosen, subject to statutory 
limitations concerning qualifying policies, 
this can be changed to a policy linked to 
investment trusts up to the age of 50, 
or endowment assurance up to the age 
of 60. The family income benefits cease 
at the age of 50. Accidental death benefit 
can be added, provided it equals the 
combined sum assured for whole life 
and convertible term. The premium is 
£1 per mille of the accidental death 
benefit if premiums are paid annually. 
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PROPERTY GROWTH ASSURANCE has sold 
seven of its industrial investments for 
more than {24 million. This resulted 
from the normal review of its property 
portfolio, since it was considered that the 
capital growth from these seven proper- 
ties had been maximized over the past 
three years and that it was unlikely that 
there would be a further steep rise in 
value for four or five years on these 
particular properties. 

Nevertheless, that was only one view, 
since the properties have been sold to 
other institutions and pension funds, 
with the exception of an industrial 
development site which has been sold 
to an industrial group for its own oc- 
cupation. Originally, this was purchased 
for development, but, in view of the 
attractive price offered, it was decided 
to sell without undertaking the develop- 
ment, 

The proceeds from these sales are 
being added to the other liquid funds 
and will be used to undertake further 
development projects. 
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The Society of Company and 
Commercial Accountants 


Sir, — As Chairman of the Society of Commercial Accountants, 
I wish to convey to you my thanks and compliments for your 
issue of November 15th, with particular reference to the 
report on page 634. The Society feels that the prominence 
which you have given to this item is of considerable help to the 
Society and to the accounting profession in general. 

We are most anxious that we do all we can to see that there 
is no substance in the suggestion, which is being circulated in 
some circles, that there are disintegration and divided loyalties 
within this profession, which covers the panorama of auditing, 
general accounting, costing and associated subjects. We have 
always held the view since our incorporation that, apart from a 
limited number of exceptional people, the subject of com- 
merce, company and industrial accounting is so absorbing as 
to require the undivided attention of the person offering the 
service. Similarly, auditing and the professional side, as re- 
quired by the Companies Acts, we also feel requires the study 
and concentration which leaves insufficient time to be an expert 
in commercial accounting. 

This position is to some degree supported by the fact that the 
accountant serving his company in commerce and industry 
is not allowed to take the position of auditor in the same com- 
pany, and it is perhaps interesting that this decision has been 
arrived at by consideration of various governments over a 
period of time, and not by any body of accountants. 

We are confident that the association which forms the 
subject-matter of your report will be successful, and we know 
it is being watched with great interest. 

Yours faithfully, 
G. RANDSLEY, 
Chairman, 
Tewkesbury, Glos. SOCIETY op COMMERCIAL ACCOUNTANTS. 


Management Courses 


Sir, — I am writing to bring to your attention a joint develop- 
ment of the Administrative Staff College and Brunel University, 
which might, I hope, be of some interest to your readers. The 
Administrative Staff College — the oldest established manage- 
ment college in Europe — has just launched a novel research 
programme and, we believe, a unique master’s programme in 
management studies. 

The master’s programme has been designed to overcome many 
of the criticisms and deficiencies of existing business school 
graduate-level management studies courses. It is of an entirely 
new form and of integrated modular structure. It is intended to 
provide a blend of post-graduate and post-experience education 
—a form of executive apprenticeship — for students sponsored 
by their own organizations. 

They would attend the college during each of the four 
seven-week residential modules, the three intermodular periods 
being spent in theirs or some other organization undertaking 
work associated with the programme. In this way the programme 
provides for the integration of formal education and experience. 
The programme is intended to provide a management develdp- 
ment facility for individuals, and seeks to provide an educa- 
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tional experience which directly relates to the individual and 
his organization’s needs. 

The research programme, which is also entirely flexible, is 
intended to facilitate joint research between the College and 
business, commercial and other organizations. The programme 
provides facilities for individuals to register to work for a 
higher degree whilst undertaking problem-orientated research, 
either in the College or in their own organization, on either a 
full- or a part-time basis. Research in all aspects of management 
is encouraged, supervision being provided by both the statt 
of the College and individuals within the researcher's own 
organization. In some cases funds are available to support 
research, and in many cases such research workers are seconded 
or supported by their own organizations. 

Since the release of provisional details of these two pro- 
grammes some weeks ago, considerable interest has been shown 
from most sectors of business and commerce, the two pro- 
grammes being seen as the first major break from traditional 
patterns of research and graduate education in management 
in this country. 

Details of both programmes are provided in a brochure 
published by the College and available on request. 

Yours faithfully, 

(Professor) R. WILD, 

Director of Graduate Studies, 
ADMINISTRATIVE STAFF COLLEGE. 


Henley-on-Thames, Oxon. 





Wilover Nominees Ltd v. CIR 

In the High Court of Justice (Chancery Division) — 

June 7th, 1973 

(Before Mr Justice GouLDING) 

Surtax — Settlement — Power of Revenue to require information — 
Information as Revenue think necessary — Validity of notice — 
Income and Corporation Taxes Act 1970, sections I8I, 450, 451, 
453, 454 ~ Inland Revenue Regulation Act 1890, section 4A — 
Finance Act 1¢69, section 60. 


In the course of correspondence the Revenue discovered that 
the company was the trustee of a trust made by Marita Seigal. The 
Revenue served on the company a notice, pursuant to section 
453 of the Income and Corporation Taxes Act 1970, requiring 
the company to furnish the following particulars: 

(i) The full terms of the declaration of trust. 

(ii) The address (or last known address) of Marita Seigal. 

(iii) The name and address (or last known address) of every 
person who had provided any assets to be held on the 
trusts of the said declaration, giving details of the assets 
so provided. 

(iv) So far as not disclosed under (iii) details of all acquisitions 
and disposals of assets by the company as trustee of the 
said declaration of trust. ; 

(v) A copy of every board minute of the company relating to 
its appointment as trustee as aforesaid, or relating to 
anything done by the company as such trustee. 

The company gave the Revenue the particulars at (i), (ii), 
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TAXATION OF 
COMPANIES 


by RICHARD BRAMWELL 
based on CORPORATION TAX 
by JOHN E. TALBOT and G. S. A. WHEATCROFT 


The introduction of the imputation system of corpora- 
tion tax has completely reshaped the structure of modern 
company taxation as from April 1973. Such of the old 
rules as have survived will hava had to be looked at 
afresh in the light of the new legislation which intro- 
duces a concept of company taxation completely new 
to the United Kingdom. 

The new legislation is complex and there are great 
tracts of rules which convey very little to the mind of the 
reader even after he has scanned the words many times. 
Taxation of Companies sets out to be a translation of 
the contemporary legislation; the author re-states both 
the old and the new rules in a more readily intelligible 
form than that in which they are set out in the Finance 
Act 1972 and earlier legislation, making significant 
departures from the scheme of the draftsman where 
helpful to the reader. 

A supplement brings the work up-to-date to the 
1st October 1973. 


1973 £6 net. Postage 20p plus 2p VAT 
Supplement only 45p Postage 6p incl. VAT 





fees... 


For people with capital, our. 
Capital Payment Schemes offer 
many savings, both direct and 
in tax liability. 

One scheme guarantees a 
fixed amount of fees for a given 
outlay. Another provides a 
growth element which is 
calculated to meet the continual 
increase in fees. 

Examples 


Guaranteed Scheme 


A capital sum of £2007 will produce fees of 
£900 a year for 5 years starting in 13 years 
time. Saving: £2493, 


Capital Growth Scheme 


The same sum will produce fees of £1008 a 
year and a saving of £3033, assuming a 
growth of 74% per annum in the investment. 


School Fees Insurance Agency Ltd 
Incorporated Life Assurance Brokers 


1973 . Bound: £7-50 net, postage 33p 10 Queen Street, Maidenhead SL6 1JA 
plus 3p VAT; Paperback: £5 net, postage Phone (0628) 34296 (34290 out of hours) 
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REVENUE LAW 


comprising Income Tax; Capital Gains Tax; 
Corporation Tax; Estate Duty; Stamp Duties; 
Tax and Estate Planning 


by BARRY PINSON, Q.C., LL.B., and including a 
section on Value Added Tax by JOHN GARDINER, 
M.A. LL.B. 


SEVENTH EDITION 


Pinson is now firmly established as the leading students 
book on taxation. As is now customary it covers the 
whole of revenue law in a single volume. This edition 
is devoted to the law as it applies in and from the year 
1973-74, including the unified system of personal 
taxation and the imputation system of dividend 
taxation. 

The subject is presented in a form which not only 
enables the book to be used as a textbook for profes- 
sional and university examinations, but also to be of 
value to the practising lawyer or accountant for concise 
and immediate reference. 
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Mail orders to: North Way, Andover, Hants a SE 
SP10 5BE 


Bookshop: | 
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THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 


was established in 1942 to provide a professional organization for accountants and financial executives 


employed in commercial, industrial and other undertakings, and to promote and encourage the study of the 
special problems relating to the design and use of accounting procedures in the service of management. 


Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in 
business for business: his function is to devise systems for recording, analysing and presenting the information 
which management requires if it is to reach rational decisions. 


Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 


40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8 





How to clear 
your career hurdles 
with confidence 


Simply help yourself with SCH? coaching. It’s P over 
and over again. SOA. students have won over 100,000 examina- at 
tion successes and picked up many awards. What is the secret ? established 1877 
Firstly, it’s the course material itself — easy to digest, stripped of i 
non-essentials, and unfailingly up to date in all respects. Then 

it’s the personal tuition that prepares you so thoroughly and auctioneers 
gives you such built-in confidence. .- . 

We'll coach you for the CA. A.C.A., A.C.M.A., A.C.LS., and 
A.C.C.A., A.T.LL, and A.S.B.I. examinations. And we have 
non-examination courses in Computer Programming, Law, 
Finance, Taxation, Management Techniques and Business ind ustrial 
Administration. So, whether you want to get qualified or just ee 
gain additional knowledge, we’re the people. . properties, 
Let us help you. Write now for full details to J. C. Crawford, B.Sc. ha : pl a nt and 
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machinery 
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01-606 3422 (10 lines) SITES, LONDON, E.C,2. 
107 B Regent House, Stewarts Road, London SW8 4UJ 
(telephone 01-622 9911) ~ or, 
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(telephone 041-221 2926) 
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(iii) above, but declined to give those at (iv) and (v) on the 
ground that they were not necessary for the purposes of any 
of the provisions of Chapter III of Part XVI of the Act. The 
company issued a writ for a declaration that it was under no 
obligation to furnish those particulars. It was contended for 
the company that the particulars were premature, as the 
answers to the questions at (i), (ii) and (iii) showed that Chapter 
II of Part XVI of the 1970 Act could not apply to the case; and 
that on any view of the fact and of the scope of that chapter, the 
particulars at (iv) and (v) were too wide, oppressive and fishing. 
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Held (refusing the declaration sought): the power given by 
section 453 of the 1970 Act was intended by Parliament to be 
effectively exercised for practical purposes, and there could be 
unjustifiable delay in the collection of tax if the notice could not 
be comprehensive and in a single document; the taxpayer could 
not refuse to provide the particulars in question unless he could 
show on a balance of probabilities that the Commissioners of 
Inland Revenue did not in fact think that the particulars were 
necessary for the purposes of Chapter III of Part XVI of the 
Act. 


Fiscal Complexity and Avoidance Measures 


Canadian Tax Foundation’s 25th Conference 


by OUR CANADIAN CORRESPONDENT 


HARTERED accountants and lawyers in Canada have worked harmoniously 

together for many years — a fact impressed upon 1,500 delegates from both 
professions and representatives from industry by Mr Denham J. Kelsey, F.c.a., of 
Vancouver, Chairman of the Canadian Tax Foundation and a partner of Thorne Gunn 
& Co, in his address to the Foundation’s 25th Conference in Montreal last month. 


Despite utmost goodwill between those 
who administer the tax laws, lawyers and 
accountants, businessmen, educators and 
others, Canada was now caught in a web 
of fiscal complexity. The new federal 
income tax system had achieved a 
generally-accepted basis of taxing capital 
gains, and accomplished cleverly the 
integration of capital gains tax with 
income tax. It was effective in raising 
large amounts of revenue, and achieved 
equity m some difficult areas. However, 
the system was so complicated, said Mr 
Kelsey, that it could not be understood 
by most Canadians. 

For those who had very large prob- 
lems and sufficiently large purses, there 
were guides out of this state of be- 
wilderment. But too often the paths 
led either to clear technical barriers, or 
into uncertainty and risk which might 
frustrate just as effectively the attain- 
ment of perfectly reasonable business 
objectives. 


Disappointing 

The disappointing thing was that 
Canada was not making much headway 
out of her difficulties. The people best 
qualified to search diligently for the 
answers were so caught up in the de- 
mands of just carrying on their day-to- 
day work that they did not have the time 
to improve on the situation. For this 
reason, he commended the admirable 
example set by the joint committee of 
the Canadian Bar Association and the 
Canadian Institute of Chartered Ac- 


countants as joint sponsors of the 
Foundation. 

In some circles of government, it 
might not be recognized that needs were 
sufficiently urgent to justify cutting the 
Gordian knot, and that imperfect solu- 
tions to some problems should be ac- 
cepted in preference to no solutions. 


Taxes and trade 


Speaking on “The effect of taxes on 
trade: Canada, the United States and 
EEC’, Professor Melvyn Krauss of 
Stanford University, California, said 
that the use of value added taxes (with 
destination-principle border tax adjust- 
ments) by EEC member states had 
excited interest in similar measures by 
both the United States and Canada — 
particularly the former. 

European tax structures, it was argued, 
tended to create an unfair competitive 
advantage in international markets which 
must be countered. However, he con- 
sidered this to be an erroneous view; 
it confused on the one hand the tax as 
such and, on the other, the principle 
by which the tax applies to international 
trade. VAT and destination-principle 
border tax adjustments were concep- 
tually quite separate and, if national policy 
required adoption of the one, adoption of 
the other should not necessarily follow. 

He considered VAT to be neither a 
necessary nor a sufficient condition for 
the imposition of destination border 


tax adjustments and that either policy 
could be implemented without the other. 
If the system of border tax adjustment 
was the one desired, it would be wiser 
to lobby for changes in the GATT rules 
than to make a major structural change 
to a tax that might well be ill-suited to 
Canadian needs. 

A more fundamental objection related 
to the economic effects of border tax 
adjustments themselves. To the extent 
that governments used border tax ad- 
justments as a subterfuge for protecting 
local industries by consciously over- 
compensating imports and exports, Can- 
adian interests might be damaged by 
restriction of Canadian trade in third 
country markets, restriction of domestic 
industries that directly competed with 
subsidized European exports and by a 
redirection in the flow of foreign in- 








Pe Si 


Mr Denham J. Kelsey 
Canadian Tax Foundation Chairman 
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vestment from Canada to Europe — es- 
pecially investment in  export-related 
industries. The relevant question for 
Canadians in the face of such potentially 
discriminatory behaviour was the best 
method to counteract it, and Professor 
Krauss expressed the view that the 
Canadian government had sufficient 
weapons in its present arsenal to do 
whatever needed doing. 


Export subsidies 


He pointed out that the DISC programme 
introduced by the Nixon Administration 
was, in effect, a subsidy for US export 
industries. In a world where American 
retaliation would not be feasible, the 
appropriate response to American pro- 
tectionism by her trading partners would 
be to impose an import tax on American 
goods at an ad valorem rate equal to 
that of the export subsidy. 

From Canada’s point of view, such 
action would neutralize the incentive 
capital has to move to, or perhaps remain 
in, the United States and then export 
the goods produced by that capital 
back to Canada or other markets. Canada, 
acting by herself, would not offset the 
advantage enjoyed by American pro- 
duced goods by comparison with Can- 
adian goods in third country markets, 
but she could at least stop the artificially 
induced outflow of capital and/or arti- 
ficially restrained inflow of capital with 
respect to US-Canadian relations. 
Furthermore, such discriminatory treat- 
ment of American goods would be 
consistent with existing remedies and 
procedures under GATT, since the 
objective of such treatment would be 
not to gain an advantage but to offset 
a disadvantage. 

Dr Krauss indicated that Americans 
saw the pisc programme as retaliation 
against alleged European discrimination 
against them; and thus were likely to 
counter with yet a further protectionist 
device, leading possibly to counter- 
retaliations on the part of non- Americans. 
This was definitely not in Canada’s 
interests and should be avoided. He 
ruled out specific discrimination against 
US goods as a possible tactic. 

Dr Krauss suggested that the best 
policy for Canada to follow was not so 
much the subsidization of Canadian 
enterprise as education of American 
policy-makers and the public, to con- 
vince them that Europe’s use of desti- 
nation-principle border tax adjustments 
did not discriminate against American 
producers. Canada would have nothing 
to gain from the adoption of destination- 
principle border tax adjustments. In 
fact, considerable balance of payment 
losses could result if, in order to intro- 
duce a system of border tax adjustment, 
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Montreal! — the conference venue 


Canada were to introduce VAT as well. 

Professor Peggy B. Musgrave of 
Northeastern University, Boston, attri- 
buted America’s growing concern over 
her international trade, and especially 
her foreign investments, originally to her 
balance of payments problems. Recently, 
other considerations such as terms of 
trade, national income and labour- 
capital income shares had entered the 
picture. 

On the trade side, the strong post- 
war position of the USA had weakened 
over the years with the resurgence of 
European economies, the phenomenal 
growth of Japan, and the export-based 
development of several less developed 
countries, America had seen its competi- 
tive position in world trade further 
weakened by various forms of export 
subsidies provided by foreign countries 
and by such developments as the Euro- 
pean Common Market and VAT with 
its more complete border tax adjust- 
ments. There had also been a developing 
scepticism with respect to the role of 
investment abroad, and reconsideration 
of appropriate tax policies towards that 
investment which would be in the US 
interest. 


Labour unrest 


Labour unions had taken an increasingly 
critical position in recent years with 
respect to foreign investment, citing the 
loss of jobs, productivity and income. 
The 1970-72 recession had added fuel 
to this fire. The policy response to these 
developments was to be seen in three 
measures ~ the Dec legislation, the 
Burke-Hartke Bill and the Administra- 
tion’s ‘tax holiday and runaway plant’ 
proposals. All these measures have had 
the effect of raising US after-tax profit- 
ability relative to that on US investments 
in Canada. The magnitude of the effects 
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of the various measures on US dirtct 
investment in Canada will depend on 
their effects on relative after-tax profit- 
ability. 

On the second day of the conference, 
Dr Nils G, A. Hornhammar, a director 
of Scandinaviska Enskilda Banken, Stock- 
holm, gave a most interesting paper on 
the Swedish system of advance tax 
rulings. Sweden has used a statutory 
system of binding advance tax rulings for 
more than 20 years — a procedure which, 
in Dr Hornhammar’s view, was par- 
ticularly suited to today’s complicated 
tax structures and high taxation rates. 


Swedish system 


Since January rst, 1971, the tax ruling 
functions of Sweden’s National Tax 
Board-have been handled by two separate 
boards: one dealing with direct taxes, 
primarily income and capital tax, and 
the other with indirect taxes, primarily’ 
VAT. Public members of the direct 
taxation board comprise a Justice of the 
Audit Court, a provincial tax super- 
intendent and the head of Stockholm’s 
local tax collection office. Private mem- 
bers, representing major tax paying 
groups, include a representative of the 
Federation of Swedish Industries (Dr 
Hornhammar), the Swedish Employers’ 
Confederation, a tax advisor to the 
Federation of Swedish Farmers As- 
sociations and a representative of one 
of the more important organizations of 
salaried employees. . 

For all concerned, the work is a side- 
line occupation. Meetings are held 
every two weeks, with around 25 applica- 


tions for advance rulings dealt with at 


each meeting. 

Dr Hornhammar said that advance 
rulings involving matters of general 
interest were published to provide pre- 
cedents. They were open to appeal by 
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either the applicant or the fiscal authority, 
and such appeals would go directly to the 
highest Court that hears tax cases. 

The basic idea behind the Swedish 
approach is a simple one: it should be 
easier for an independent body, con- 
sisting of competent representatives of 
both the tax administration and the tax- 
payers to gain public confidence. The tax 
administration should also benefit through 
the taxpayers’ willingness to accept 
rulings handed down by a board on 
which they are well represented. 


Accounting principles 


At a session on “Tax accounting versus 
financial accounting’ three speakers dealt 
specifically with reserves, inventories 
and the meaning of tax provisions in 
financial statements, their papers being 
summa-zized by Dr R. W. V. Dickerson, 
LI2B., CA., of Vancouver. 

There were, he said, several important 
reasons for attempting to narrow the 
differences between tax income and 
accounting income. First, substantial 
differences between the two lead to 
confusion and suspicion on the part 
of the public; secondly, management of 
Canada’s resources was clearly one of 
the most important concerns of our time 
and could not be separated from the 
problem of accountability by those who 
control the resources. 

To the extent that the principles of 

accounting were compromised and ob- 
scured by income tax or other extraneous 
influences, then society was the poorer 
for it. Finally, there was a desperate 
need to minimize the complexity of our 
tax laws, and advantage must be taken 
of everything that can help — even 
slightly — in this process. 
, Dr Dickerson suggested that thought 
be given not just how to bring income 
and income tax closer together as an end 
in itself, but how such a reconciliation 
could assist in achieving broader ob- 
jectives; in particular the streamlining 
and simplification of what, on any show- 
ing, is an excessively complicated Income 
Tax Act. He expressed concern as to 
what would happen when cases under 
the new Income Tax Act began to reach 
the Courts. 

He suspected that the draftsmen of 
the Act believed that they could cover 
most problems so comprehensively that 
there would be little reason to expect 
litigation; if so, they might be sadly 
deluded. Massive and interlocking statu- 
tory detail in the hands of judges who, 
for the most part, would have had no 
opportunity to practise under or under- 
stand the principles of the Act would 
lead almost certainly to intolerable results. 

Elimination of unnecessary departures 
from accounting principles and the 
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development of new ones should help 
enormously. The replacement, as far as 
possible, of detailed provisions with 
general tests of fairness and business 
purpose would reveal more clearly the 
principles underlying the Act, and allow 
the Courts to interpret and apply the 
law in a way that would be beneficial to 
all. 


Difficulties 


He recognized that there were difficulties 
all along the way. Some would assert that 
the accounting profession had for so 
long been ‘the handmaiden of corporate 
business’ that it could not be trusted to 
formulate accounting principles which 
would not be unfair to those who were 
not its clients. Others would argue that 
the Courts were unlikely to be able to 
evaluate and apply accounting principles 
any better, or even as well, as they in- 
terpret a tax statute. In spite of these and 
other difficulties he urged both the 
Canadian Institute and the Department 
of Finance to begin looking at accounting 
principles in the light of tax reform, so 
that eventually a tolerable tax law might 
be achieved. 

At a general session on the third and 
final day, two members of the legal 
profession and a chartered accountant 
spoke on “Tax avoidance: Judicial, 
legislative and administrative approaches’. 
M Jean Monet of the Montreal Bar 
referred to the legislative approach to 
tax avoidance in Britain which, although 
liberally sprinkled with words relating 
to ‘reasonableness’ and ‘unfairness’, 
nevertheless set a frame within which 
those words must be interpreted. 

He cited section 488 of the Income 
and Corporations Taxes Act 1970 as a 
clear example of this type of approach. 
After having set the frame, the section 
contains a number of subsections which 
go on to define particular types of 
transactions in detail. He recommended 
that legislation in Canada should get 
away from the so-called ‘catch-all’ 
approach, and that a special tax avoidance 
chapter in the Income Tax Act be 
created. 


Precise language 


These could be drafted in precise 
language which would leave no doubt 
in the mind of the reader as to the 
transaction it was destined to cover. 
Because of their technicality, they should 
be introduced with a ‘purpose and intent’ 
clause so that every taxpayer would 
understand far more clearly where he 
stood. Even if a few tax avoiders man- 
aged to get by, said M Monet, the cost 
would be far less onerous over the 
long term than the cost of a legislative 
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overkill which created a general atmos- 
phere of ambiguity and uncertainty. 

Mr David Ward, oc, thought that 
the apparent reluctance on the part of 
the administration to announce publicly 
and clearly its own views in specific 
areas suggested difficulties in developing 
views within the department concerned. 
He hoped that the heavy-handedness 
which currently seemed to impute im- 
proper motives to many arm’s-length 
transactions and internal corporate reor- 
ganizations would be kept in reasonable 
check. 

For the Courts to continue to apply 
the broad brush of anti-avoidance doc- 
trines to catch the occasional tax avoider, 
when in fact it was by no means clear 
whether the particular means of avoid- 
ance of tax was or was not intended as a 
matter of policy, would be to permit the 
administration to impose tax ‘at dis- 
cretion’ on the basis of subjective tests, 
while injecting enormous uncertainties 
into the effectiveness of the new Act. 


No one solution 


Mr J. Kerr Gibson, F.c.a., of Toronto, 
admitted that it was too much to hope 
that any single solution to the problems 
of tax avoidance could be achieved over- 
night, but he stressed the urgency and 
need for tackling them without delay. 
One possibility that might be considered 
by the National Revenue was a further 
extension of its successful venture in 
releasing information circulars and inter- 
pretation bulletins; the US internal 
Revenue Service had been following this 
practice for many years. 

Such summaries, he said, need not 
reflect the particular facts of actual ruling 
requests but would be designed to iden- 
tify the principles underlying the position 
taken by the department, to point out 
features that would not be considered 
acceptable, and modifications that would 
be required to overcome any objection- 
able aspects. This would help to reduce 
areas of uncertainty and permit tax- 
payers to go about their business without 
needlessly overpaying or prepaying taxes 
~ or running unacceptable risks of being 
branded as a tax-dodger, and exposed as 
such in the Courts. 

No report of a three-day conference 
with more than 80 speakers can ever 
hope to cover all sessions; but, as usual, 
the Conference was an excellent one 
with the participants between members 
of the legal and accountancy professions 
more or less equally divided. 

The Canadian Tax Foundation was 
established in 1945 as an independent 
tax research organization, jointly spon- 
sored by the Canadian Institute of Char- 
tered Accountants and the Canadian Bar 
Association. 
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Accountants Assist NIRC 


Sir John Donaldson at Glasgow Dinner 


HE country was fortunate to have as 
. | President of the National Industrial 
Relations Court a man of Sir John 
Donaldson’s determination and courage, 
the President of the Scottish Institute 
declared last week. Sir John, principal 
guest at the annual dinner of The In- 
stitute of Chartered Accountants of 
Scotland, referred to the services of 
accountants in enforcing a sequestration 
order made by the NIRC against the 
Amalgamated Union of Engineering 
Workers in the course of the Con-Mech 
dispute. 


He expressed himself glad of the. 


opportunity (as reported in The Account- 
ant last week) to ‘set the record straight’ 
on what had occurred in this case, and 
emphasized that the AUEW executive 
had been kept fully informed. No part 
of what he was saying could come as any 
surprise to them. 

The Industrial Relations Court had a 
proud record of helping parties to settle 
their own disputes, but in the last resort 
it had a duty to decide the issue and to 
enforce its orders. In this case, the AUEW 
had decided quite deliberately to continue 
to take industrial action in defiance of 
the Court’s order, leaving the Court with 
no alternative but to proceed against the 
union. 


Enforcement powers 


When sitting in England or Wales, the 
Industrial Court could use the enforce- 
ment powers of the High Court, which 
included sequestration. Sitting in Scot- 
land, the Court used the powers of the 
Court of Session. 

In this case, the Court decided to 
appoint four chartered accountants as 
sequestrators, and instructed them to take 
possession of {100,000 of the union’s 
assets; they gave them no instructions 
which assets to take. In choosing, the 
accountants had the benefit of independ- 
ent legal advice, and decided to call in 
part of a loan which the union had made 
to Hebburn Urban District Council. 

This, the accountants explained, was 
the asset which could most easily be 
collected. The union now said that the 
money should not have been taken because 
it formed part of their political fund. 

Section 154 (3) of the Industrial 
Relations Act 1971 made no specific 
distinction between a union’s political 


and other funds; however, the AUEW 
had only to apply to the Court if it 
wished the point to be considered. 

Neither the sequestrators nor the 
Court had any knowledge that the 
{100,000 was ear-marked for political 
or any other particular purposes, nor 
did he know of any reason why they 
should have inquired into this aspect. 

Of 133 complaints of unfair industrial 
practices so far heard by the Court, no 
less than 53 had been settled amicably; 
in only nine cases, he said, had it been 
necessary to make an order against the 
respondent. Conciliation was their busi- 
ness, and they were proud of it. 


Eventful year 


Replying to the toast, the President, 
Mr W. N. K. M. Crawford, v.R.D., C.A., 
said it had been an eventful year for the 
Institute. They had introduced their own 
educational scheme to raise entry standards 
and provide for training their students on 
block release by full time teaching staff of 
very high quality. This would lead to 
new, excellently equipped education 


centres in both Glasgow and Edinburgh. 
The scheme seemed to have begun 
well [The Accountant, October 18th] and 
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higher entrance standards had not 
frightened off prospective students. 

They had also been much occupied 
in consultation with other accountancy 
bodies. British accountants had been 
accustomed to leave a great deal to 
personal judgement, in contrast with the 
less flexible and often government- 
dictated approach usual in many Euro- 
pean countries. It was not going to be 
simple to agree on acceptable inter- 
national standards in the auditing, ac- 
counting and ethical fields. 


EEC accepts British principles 

He quoted from a statement by M 
Ferlon Braun, Director-General for the 
Internal Market of the EEC Com- 
mission, that “The British accountancy 
profession has succeeded almost beyond 
belief in its efforts to get the Com- 
mission to make major changes in. its 
proposals on accounting and financial 
reporting. We would now rather move 
towards the British accountants’ view, and 
we are now accepting principles dear to 
the hearts of your chartered accountants. 
The true and fair concept is now ac- 
cepted, and the highly contentious and 
inflexible valuation rules will be amended 
to serve merely as guidelines for ac- 
counting standards to be laid down by 
the professionals’. That, said Mr 
Crawford, was progress indeed. 

The toast of ‘Our Guests’, was pro- 
posed by Mr William S. Risk, C.A., 
F.C.M.A., J.DIP.M.A., a Vice-President 
of the Institute, and Mr E, Kenneth 
Wright, M.A., F.c.A., President of The 
Institute of Chartered Accountants in 
England and Wales, responded. 






e 


Pictured at the dinner, /eft to right: Mr W. L. Milligan, J.P., B.A., C.A., a Past President of the 


Scottish Institute, Mr F. S. Grindrod, D.P.A., F.1.M.T.A., Vice-President of The Institute of 
Municipal Treasurers and Accountants; Mr E H V. McDougall, Secretary of the Scottish 
Institute, and Mr J. W. Dallachy, M.A., C.A., a Past President of the Institute. 
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appearance worthy of the best book-. 
case. 


£1°15 NET 
£155 including post/packing & VAT U.K. 


THE ACCOUNTANT 
151 Strand, London WC2R LL 





RSV MPHONTON 


OF .LONDON 
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John Mitchison, Raymond Myers, Gwynne Howell, Joyce Barker, Elizabeth 
Simon, Norma Burrowes, Joyce Blackham, Alfreda Hodgson. 
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Choir and.The Finchley Childrens Music Group. 
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is outstandingly consistent with many moments of inspiration. ...’ 
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Full money back guarantee 
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Respect for Authority ` 
Out of Fashion 


Says Speaker at Birmingham Dinner 


HE Birmingham Chartered Account- 
ant Students’ Society returned to 
the Grand Hotel, recently restored to 
its orignal splendours, for its annual 
dinner last Friday. The 500 members 
and guests who had been lucky enough, 
or,quicxs enough off the mark, to get 
tickets filled the floor and balconies 
of the large banqueting hall whilst 
many of the top table guests — both 
students and qualified members — made 
no secret of the fact that they were 
disconcerted by the uniform white tie 
and tails, perhaps feeling that this was a 
mark of distinction which was unneces- 
sary. Certainly this is the only chartered 
students’ society to keep this tradition 
and some find it an anachronism in such 
a modern city whose motto is ‘Forward’. 
Mr David G. Richards, F.c.a., a 
member of the Council of The Institute 
of Chartered Accountants in England 
and Wales, responded to the toast of the 
Institute proposed by Mr Derek Salberg, 
managing director of Birmingham’s 
Alexandra Theatre, in an amusing speech, 
which nevertheless included some positive, 
and occasionally acid, comment. 


Authority’s many faces 


Mr Richards said he was concerned for 
the lack of respect for authority, some- 
thing which seemed to have gone out of 
fashion. ‘We live in an era that doesn’t 
consider authority appropriate — or 
considers it inappropriate in the hands 
of those who appear to have the right to 
exercise it’, he said. On the other hand, 
authority could sometimes be stupid — 
the delicate irony of the teacher who 
required lines to be written out re- 
petitively: ‘I must learn to think for 
myself’. Or the notice-board on the 
Yorkshire moors which simply said: 
‘It is forbidden to throw stones at this 
notice’. 

‘Authority can sometimes be arrogant, 
pointless and stupid’, Mr Richards con- 
cluded, ‘but with one great exception — 
the worthy institution which I have the 
honour of representing!’ 

Mr Richards said he admired the spirit 


of questioning, alive among students, 
and he was sure many of them would 
add to the prestige of the Institute and 
the profession they served. ‘In r5 or so 
years you will seek to enhance the repu- 
tation of our profession and therefore 
increase our authority.’ 


Corporate effort 


The Reverend Canon Ronald G. Lunt, 
M.C., M.A., B.D., Chief Master of King 
Edward’s School, Birmingham — who, it 
appeared, knew many of those present 
from their schooldays ~ in proposing the 
toast of the Society, spoke similarly 
about the responsibilities of the pro- 
fession. 

“The whole bang lot of you are keepers 
of the community’s conscience’, he said. 
Accountancy was a tremendously im- 
portant profession these days. ‘You must 
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not only do your work right — but see 
it is the right work that you do.’ 

There had been an education explosion 
since the last war — but there had been a 
failure in moral education. The knowl- 
edge of an accountant, if not used with 
integrity, could make him a ‘menace’. 
He praised the efforts of many account- 
ants in giving freely of their work for 
charities and other similar ventures. ‘I 
pray that you may never flag in your 
corporate effort as a society of students’, 
Canon Lunt concluded. 

Responding, Roger Lindsay, B.A., Sec- 
retary of the Society, spoke briefly about 
the work of the Society in getting students 
together in the last year. Articles, 
the Society’s magazine, was delivered to 
each member’s home and was having 
success, he declared. 


Student society problems 


There were, he confessed, difficulties 
involved in getting more students to 
help run the Society. Both he and Janet 
Wood, the Treasurer, had been taking 
part of their Final examinations in the 
few days prior to the annual dinner. 
Active participation came from a minority. 
Gradually students were coming more 
to discos and lectures, which they could 
find out about in Articles as well as in 
The Accountant feature, ‘Student 
Roundabout’. But, he said, ‘there are 
many students beyond the pale that 
we'll never see beyond this dinner!’ 
Good students are often also the ones 








Beer ¥ 12th DECEMBER. 
Annual Dinner 1973. 

is Lo be held a? the 
Connaught Roams 
Manningham Lane} Bradford. 
Costs £3200 “p 
inelusive of V.A.T. 
Contact Philip Lee at . - 
Bradford 25888. 
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FRIDAY 21st DECEMBER. 


'SNOWFALKE OUT! ~ Christmas Dance 
At Annabella's Nite Spot. J" " 
Female admission free. 
Male admission App. 


ifax 65858/62298. 


Bradford Pin-up. Evidence — if indeed it is needed — of accounting students’ appreciation 
of figures in more ways than one, come from BRADFORD CASS. Their latest news sheet is 
adorned by Gay Spink, the reigning Miss Great Britain. As comely a Yorkshire lass as you 
could wish for, Gay is a 21-year-old twin whose father was the late Mr N. A. Spink, F.C.A., 
of Halifax. The photograph, reproduced above, is by articled clerk Dennis Lever. Some chaps 


have all the luck! 
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LETTER TO ROUNDABOUT 
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Whither CASSL? 


Sir, ~ Roundabout’s interview with Mr 
Dudley Morse, F.c.a. (November rs5th 
issue) shows the CASSL President to be a 
master of tact and diplomacy when dealing 
with students’ and our Institute’s views. 
He does touch, however, on several 
serious problems. 

All those connected with student affairs 
know the truth of his statement that ‘some 
of those training to be chartered account- 
ants do not mention it and try to hide the 
fact’. He goes on to say that ‘this is 
indicative of the whole attitude of stu- 
dents’. How much more indicative is it of 
the past attitude of the Institute of Char- 
tered Accountants? Why do students try 
to hide their commitment to their chosen 
profession? It is because they cannot, in 
many cases, refute the common impression 
that articled clerks have tedious, un- 
intellectual, badly paid work and poor 
working conditions. How can this be a 
reflection of the students’ attitude? Should 
they be proud of the system of articles as 
it operates at present? 

Mr Morse points out that he neither 
understands the role of ACASS, nor thinks 
ACASS itself understands that role. I do 
not understand CASSL’s role; perhaps 
Mr Morse or its chairman Paul Hendrick, 
could enlighten me. ACASS has taken over 
much of CASSL’s traditional role as the 
main student influence in major affairs of 
policy. CASSL is now run, as Mr Morse 
indicates, mainly by those from small 
firms ~ possibly those with first-hand 
knowledge of ‘underdogs’. CASSL is thus 


‘who want to participate in student affairs 
- this has been borne out in the past at 
universities. Most colleges and univer- 
sities today have a number of sabbatical 
student union or student society posts. 
But in accountancy, because of the method 
of training, and because many lived well 
outside the city, a student society could 
not be run easily. 

Janet Wood, who proposed the toast 
of the guests, received an overwhelming 
reception as she stood to speak, and her 
comment ‘I didn’t know you cared’, 
nearly brought the house down. 

Sir Timothy Harford, managing direc- 
tor, Singer & Friedlander, replied with 
a short and amusing speech. He hed 
come to the dinner wondering ‘what 


in an excellent position to provide inform- 
ation on the current state of its students’ 
training and conditions of employment as 
regards the small and medium-sized firms. 
ACASS is probably better informed on 
the larger national and multi-national 
partnerships. But both try to carry out 
similar roles in discussions with their 
senior bodies. 

It is not surprising that duplication of 
negotiating effort exists; the logical next 
step is for CASSL to throw its weight 
behind the formation of a national student 
body as is advocated by ACASS and Mr 
Morse. That student body could then be 
clearly seen to represent all the country’s 
students, being clearly informed by regional 
representatives as to local conditions. 
What services does CASSL provide for 
its very considerable income that a national 
body could not provide for much less? 
It is up to CASSL to justify its income 
and expenditure, and explain why it has 
not been more enthusiastic or vociferous 
in putting the case for the national student 
body. Is it afraid of losing power? Could 
it be placing self-interest before the 
interests of students nation-wide? 

Many facets of articled clerkship may be 
archaic; the important question students 
all over the country must ask is: ‘What is 
CASSL doing to improve our lot? The 
extent of its potential but now somnolent 
and equivocal power in student affairs can 
hardly be exaggerated. i 

Yours faithfully, 
London WCr, BILL DORMAN, A.C.A. 


student chartered accountants get up to?’ 
A study of their magazine had revealed a 
priority interest as being ‘booze-cruises’ ! 
He hoped this was not the limit of the 
students’ interests, and complimented 
them on their hospitality that evening. 
Mr K. J. dA. Mason, M.A., F.C.A., 
the Society’s President was in the chair. 
He is recovering from a throat operation 
and his short but witty ‘Good-night’ was 
spoken for him by Roger Lindsay. 


MORE OVERSEAS STUDENTS 


‘THERE has been a rise over the past year 
in the number of overseas students in the 
UK attending universities, polytechnics 
and technical colleges, states the 
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British Council in its annual report. 

Two new schemes for study in Britain 
were initiated during the year — the 
Council of Europe Higher Education 
Scholarships, and British Council Fellow- 
ships. The number of UN Specialized 
Agency Fellows and Council of Europe 
Fellows administered by the Council 
also continued to increase. Britain re- 
ceives more Fellows for visits and training 
than any other country. 

Also in the education field, the Council 
says that additional funds available for 
contracts with Europe have made it 
possible to expand the schemes relating 
to European interchange, and the number 
of awards over a four-year period will be 
‘doubled to a total of about 300 exchanges. 


| Observer's Column 


DO ROUNDHEADS MAKE" 
EGGHEADS? 


THE puritan back-lash has begun! Trad- 
itionally, lecturers on accounting sub- 
jects have laced their somewhat dreary 
subject-matter with a carefully-selected 
and well-tried assortment of humorous 
anecdotes, most apochryphal, but all 
having certain risqué features. 

In the past this practice received 
universal acclaim, particularly where the 
relevance of the story to the subject was 
clear. Indeed, the popularity of the 
lecturer was considerably enhanced. 

But all this is now changing; a 
certain resentment towards this par- 
ticular vein of humour from the rostrum 
is unmistakably apparent. 

How can one account for this strange 
phenomenon, seemingly quite out of 
character with observable tendencies 
generally? Perhaps the explanation lies 
in the increasing number of members of 
the fairer sex now adorning the ranks of 
accountancy students. Does the reaction 
stem from this delicate quarter, you may 
ask? 

Well, a careful analysis of all available 
data shows, surprisingly, that the de- 
nouncement of risgué classroom witticisms 
is virtually all male in origin. And keen 
observers of the world and its cycles 
believe this to be early evidence of the 
return swing of the permissive pendulum. 

Perhaps they are right. Or do the jokes 
just need changing? 
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PROFESSIONAL NOTICES 


FawLey Jupce & Easton, Chartered 
Accountants, of 1 Parliament Street, Hull, 
regret to announce the death of their 
senior partner, Mr Lawrence FAwLey 
JUDGE, F.c.a., on November 16th, 1973. 
The firm is being continued under its 
existing style by the remaining partners. 

Maw Trempe & Co, Chartered Ac- 
countants, announce that Mr IAN JAMES 
FFRENCE, A.C.A., is admitted as a partner 
with effect from January 1st, 1974. 


APPOINTMENTS 


Mr Olubemi A. Akindale, a.c.c.a., has 
been appointed financial controller to 
Nigerian Hoechst, Nigeria. 

Mr A. G. Glass, F.c.c.a., a general 
manager of Cedar Holdings, has become a 
director. 


Mr P T. Hobkinson, F.c.c.a., is now 
deputy county treasurer of the West 
Midlands County Council. 


Mr Gordon Kenneth, c.a., has been 
appointed to the board of Plenty & Son 
as financial director. Mr Kenneth first 
joined the parent company Booker 
McConnelliin 1968. 

Mr M. Watson, A.c.M.A., previously 
deputy works accountant, has become 
works eccountant at RHP Newark. 


Mr Norman W. Welch, a.c.mM.a., has 
been appointed chief accountant of 
Powell Duffryn Engineering. 


RETIREMENT 


Mr R. A. Harding, F.C.A., has retired 
as chai-man of Staffordshire Potteries, a 
position which he has held since 1963, 
having been a member of the board since 
1955. After qualifying as a chartered 
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accountant, Mr Harding joined Tate & 
Lyle in Liverpool. In 1949 he was 
appointed to the board of John Joule & 
Sons (Brewers) of Stone, Staffordshire, 
with which company his family had con- 
nections dating back to 1898 — becoming 
chairman of that company in 1953. 


INFLATION AND COMPANY 
ACCOUNTS 


Committee open to receive 
representations 


Inquiries and correspondence for the 
Government-sponsored committee on in- 
flation and accounts, set up last week 
under the chairmanship of Mr Francis 
Sandilands, C.B.E., M.A., should be ad- 
dressed to the secretary of the com- 
mittee at the Department of Trade and 
Industry, Room 1541A, Thames House 
South, Millbank, London SWP 4QJ. 

The committee’s terms of reference, 
as announced in Hansard for November 
27th, include a specific mention of ‘the 
proposal for current general purchasing 
power accounting put forward by the 
Accounting Standards Steering Com- 
mittee’ (ED8, The Accountant, January 
18th). Otherwise, they are substantially 
as reported in The Accountant for 
September 27th, page 416. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


Mr Jack Wallace, Registrar of Ilford 
County Court, recently led a discussion on 
‘Christ and the Profession of the Law’ 
at Chartered Accountants’ Hall with Mr 
Barclay Adams, F.c.a., Chairman of the 
Accountants’ Christian Fellowship, in the 
chair. 

The first problem Mr Wallace posed 
was that of wealth, starting with the 
parable of the rich fool and the directions 
of Jesus Christ to beware of covetousness, 
to remember that God knows all about 
one’s daily needs and to put first the 
pursuit of the Kingdom of God. 

Mr Wallace then went on to look at the 
function of law. Christ was in his church — 
amongst his people — but he also stood 
over against them to guide them by 
criticism. The law had an aim to reveal, 
to define things that otherwise would not 
be clear. The ten commandments 
revealed God, His righteousness and 
His mercy. They also revealed that man 
is not like this. Good law emphasized 
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that people matter and it sought to 
create conditions in which people could 
live together in peace. So ‘the powers 
that be are ordained by God’ for these 
purposes. Behind this was the cosmic 
Christ, over everything in the whole 
universe. Without authority of some 
sort, there would be chaos, even though 
the authority itself might be distorted 
and sinful. 

The basic truth was that we ourselves 
were in difficulty when we approached 
God. But we had Jesus Christ as our 
advocate to translate what we were 
trying to say. That was the truth of the 
position today to which we were called 
to give the witness of our lives. 


SCHOOLS BUSINESS GAME 


The realities of business life have recently 
been dramatically illustrated for the sixth 
form ‘directors’ at the 259 public, 
grammar, and comprehensive schools 
taking part in the 1973-74 Business 
Game organized by The Institute of 
Chartered Accountants in England and 
Wales. Eighty-one contestants survived 
the first round, led by Buxton College 
with a profit of £8,095,100. 

Other successful participants include 
two girls’ schools: Wolverhampton Girls’ 
High School, whose £7,919,520 was 
sufficient to stave off the challenge by 
Cheltenham Grammar School; and Chat- 
ham Grammar School for Girls, who 
grossed £3,783,680 in a close finish 
with Spalding Girls’ High School. 

The problems, risks, decisions, and 
their consequences involved in running 
a company in competitive situations, 
simulated through a computer model, 
evidently proved too great for some teams, 
and one made a loss of over £750,000. 

The winning schools now go on to the 
second round of the competition, which 
begins on January 14th. 


SOUTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


The Basingstoke Local Member Group 
of the Southern Society of Chartered 
Accountants will hold its next meeting 
on December 11th at the Mercury Motor 
Inn at 6 p.m., when Mr M. G. Lickiss, 
B.SC.(ECON.), F.C.A., a member of the 
Council of the Institute, and Mr A. C. 
Essex, F.C.A., also a Council member, 
will speak on whether the Institute fulfils 
its role at an open forum on ‘Account- 
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ancy and the Institute - do they go 
together’? 

On the same evening the Dorchester 
Local Member Group will meet at the 
Kings Arms Hotel, Dorchester, at 6 p.m., 
when Mr M. E. F. Lock will speak on 
‘The law relating to master and servant 
with special reference to the Industrial 
Relations Act’, 

The Southampton Local Member 
Group will also be meeting on the same 
day at 6 p.m. at the Polygon Hotel, when 
Mr N. C. K. Barratt, head of personnel 
affairs at Ada Halifax, will talk on 
recruiting for the accounting function 
in industry and practice. 

The following day, Mr J. Abnett, 
A.R.1.C,S., district valuer, Salisbury, will 
address the Salisbury Local Member 
Group at the Red Lion Hotel, at 6 p.m., 
on valuation and proposed legislation on 
land hoarding. 


MAYFAIR TAX DISCUSSION 
GROUP 


Mr Alan Gilbey, F.c.aA., resigned on 
December rst as secretary of the Mayfair 
Tax Discussion Group as a result of an 
increasing number of professional com- 
mitments. Anyone prepared to offer 
his services as secretary of the Group 
should contact Mr Peter J. Gilbert, 
Assistant Secretary, The London and 
District Society of Chartered Account- 
ants, City House, 56-66 Goswell Road, 
London EC1M 7AY (01-253 4518). 
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In Parliament 


Inland Revenue: Administration 


Mr Corple asked the Chancellor of the 
Exchequer what action he proposes to 
take in respect of instances of mal- 
administration by the Inland Revenue, 
reported upon by the Parliamentary 
Commissioner of Administration, which 
have not yet been remedied: and, in 
particular, if he will have regard to case 
No. C559/G reported in the Fifth Report 
of the Select Committee on the Parlia- 
mentary Commissioner for Administra- 
tion, session 1972~73. 

Mr Nott: I shall shortly be writing 
to my hon. friend who referred Case 
No. C559/G to the Parliamentary Com- 
missioner for Administration. So far as 
cases generally are concerned, the PCA’s 
recommendations are in the overwhelm- 
ing majority of cases implemented by the 
Inland Revenue. Out of about 360 cases 
— which should be related to more than 
25 million taxpayers — in which the Inland 
Revenue was the main department con- 
cerned, there have been only nine cases 
where he has found that maladministra- 
tion occurred which has not been reme- 
died. In these nine cases there were 
overriding factors which have prevented 
the Revenue from being able to provide 
a remedy, 

Hansard, November 22nd. Written 
answers, col. 469. 


Value Added Tax 


Mr Peter Regs asked the Chancellor of 
the Exchequer how many members’ 
clubs and similar institutions have regis- 
tered for VAT; and what amount of 
VAT is expected to be recovered from 
them on account of members’ subscrip- 
tions for the year 1973-74. 

Mr Hicerns: About 16,000 non profit- 
making clubs have registered for VAT. 
No estimate has been made of tax 
receipts from their subscriptions. 

Mr Fortescue asked the Chancellor 
of the Exchequer whether he will urge 
in the Council of Ministers that all 
member Governments of the European 
Community should harmonize their ar- 
rangements with that of the United 
Kingdom by zero-rating all foodstuffs 
for VAT purposes. 

Mr Hicerns: I shall lose no oppor- 
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tunity of explaining to my colleagues in 
the Council of Ministers the advantages 
of zero-rating food. ` 

Hansard, November 26th. Written 
answers, col. 65. 


Income Tax Returns: 
Professional Advice 


Sir GILBERT LONGDEN asked the Chan- 
cellor of the Exchequer if he will make 
provision for costs incurred by taxpayers 
in seeking professional advice concerning 
their tax returns to be an allowable 
deduction for the purposes of calculating 
income tax. 

Mr Nott: I have noted my hon. 
friend’s suggestion. But I should point 
out that successive governments — follow- 
ing the line of argument advanced by the 
Royal Commission on the Taxation’ of 
Profits and Income, which examined the 
merits of the matter carefully — have 
taken the view that no such allowance 
would be justified, 

Hansard, November 
answers, col. 156. 


28th. Written 


Income Tax: 
Married Couples’ Returns 


Mrs Joyce BUTLER asked the Chancellor 
of the Exchequer by what authority 
paragraph 8 of the Treasury explanatory 
booklet IR13, 1972, states that an elec- 
tion for separate taxation of wife’s earn- 
ings does not mean that a separate 
return is required from the wife, but that 
the present obligation of the husband to 
make a return of his wife’s earnings 
remains; and if he will make a state- 
ment. 

Mr PATRICK JENKIN: The statutory 
authority for this statement is paragraph 
7 of Schedule 4 to the Finance Act 1971. 
There is also provision, under section 38 
of the Income and Corporation Taxes 
Act 1970, whereby either a husband or 
wife may elect to be separately assessed 
for tax purposes. In that event each may 
make an independent return of his or her 
own income. These two provisions — for 
separate taxation and for separate assess- 
ment — can operate independently of each 
other or, of course, together. 

Hansard, November 29th. Written 
answers, col. 189. 
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auditing . V. R. V. COOPER 


This book has been written especially for 
students. It explains the principles of auditing 
and illustrates the application of those 
principles to the annual audit of a medium- 
sized undertaking. The approach is practical 
for much of the subject-matter has been de- 
rived from Cooper’s Manual of Auditing. From 
this point of view, the book provides the 
student with every possible assistance in carry- 
ing out his daily work as audit assistant, giving 
him an over-all understanding of what is 
required of him and why; thereby extending 
his interest. It is also, therefore, a book 
which will provide excellent preparation for 
examinations in auditing. 


Special features are chapters on the audit of 
group accounts, the drafting of audit 
reports and qualifications therein, audit 
aspects of different classes of business, 
investigations and the case law relating to the 
duties and liability of auditors. The extensive 
appendices include examples of audit docu- 
mentation. There is also a convenient summary 
of statutory and Stock Exchange requirements 
in relation to the presentation of annual 
accounts to shareholders. This summary is 
illustrated by a specimen set of accounts. 

This book is published on behalf of the General 
Educational Trust of the Institute of Chartered 
Accountants in England and Wales. 


GEE & CO (PUBLISHERS) LIMITED 


Publishers of THE ACCOUNTANT 


01-836 0832 


151 Strand, London WC2R 1JJ 


£3 NET £3°33 including Post/Packing and VAT (3p) U.K. 


£3°50 Overseas 
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3 , Official Certificates Industrial Stock-checking, 
8 issued for audit purposes Reconciliation of client’s records 
Detailed Stock Summaries __ ifrequired and updating — 
prepared for client’s Inventory files compiled for 
information initial computer preparation. 


Observation reports and advice are included where appropriate 
as part of our service to clients 


9 Golden Square, London WIR 4BY 
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Butterworths Tax 
Handbook 1973-74. 


Edited by David Roberts of Butterworths Editorial Staff. 


Published annually, Butterworths Tax Handbook 
provides the plain text of the Taxes Acts, set out in 
amended form as operative for the current period of 
assessment. The text of the present issue is set out as 
known at 6 August 1973. Section and Schedule 
numbers are conspicuously marked at the top of each 
page, as well as being indexed. ‘In the case of many 
practitioners it is a significant day in each year when 
they receive their copies of the new integrated reprint 
of all unrepealed tax legislation. This is truly a unique 
handbook.’ — Taxes.. 


£4-60 net, post free || 0 406 50989 1 


Nelson-Jones and Smith's 
Practical Tax Saving 


Second Edition 1973. By J. A. Nelson-Jones, B.A.(Oxon.), 
Solicitor(Hons.), and Bertram Smith, F.C.A., Er 


The new edition of this highly-acclaimed work 
continues to demonstrate how affairs may be re- 
arranged to produce tax savings, with correct alterna- 
tives shown and pitfalls clearly indicated. The sweep- 
ing changes in the tax laws culminating in the new 
personal and corporation tax systems have been 
taken into account throughout the work. In addition, 
four completely new chapters have been added, 
covering compensation for loss of office, tax and 
estate duty planning for partners, interest paid by 
companies to overseas lenders and periods of working 
abroad. 


£3-80 net (£4-12) 0 406 53631 7 


Sergeant on Stamp Duties — 
First Supplement to Sixth Edition 
(including Capital Duty) 


Main work by B. J. Sims, LL.B., Solicitor and E. M. E Sims, 
Solicitor. Supplement by B. J. Sims, Consulting Editor: 
A. K. Tavaré, LL.B., Solicitor, an Assistant Solicitor of 
Inland Revenue. . 


With the 1973 supplement, Sergeant continues to 
provide a complete coverage of this rather diffuse 
subject and because of this, is not only held in high 
repute in the courts but is also used in the Stamp Duty 
Office itself. 

The 1973 Finance Act has harmonised the U.K. duties 
on Companies with practice followed in member 
states of the E.E.C. The 1973 Supplement accordingly 
includes a comprehensive account of the law and 
practice on the new Capital Duty which commenced 
on 1 August 1973. Details of the comparable system 
of Capital Duty in Northern Ireland are also included. 


Complete work: £14-00 net (£14-45) 0 406 37029 X 
Supplement alone: £3-00 (£3-75) 0 406 37030 3 


Bracketed prices, inclusive of despatch, apply only 
to single copies ordered from the Publishers by 
post. Multiple copies are sent at the net published 
price. 


Butterworths, 88 Kingsway, London WC2B 6AB 
Showroom: 11—12 Bell Yard, Temple Bar, WC2 
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our money, John? 


Elsie: 


‘It seems to me that many old people are nowadays 


in the greatest need. Things steadily get worse for 
them as money loses its value. We’re among the 
lucky ones, John, for we have a good home and a 
family near at hand to visit us.’ 


‘That’s true. I hear of the most tragic cases when I 
meet some of my old medical colleagues — old folk 
who find it difficult to get out and only rarely see 
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anyone. Loneliness saps their spirits, so they often | 
don’t feed themselves properly. Bad housing and } 


cold makes it worse. It’s no wonder many die before 
their time.’ 


‘Tve been reading a report about Help the Aged and § 


the flats they build for old people. It says that these 
are designed to give elderly people independence, 
but with a pleasant common room where they can 
meet others, and a warden on call if needed.’ 


‘Yes, I believe they’re the people who helped to 


) 
|j 


$ 


H 


provide a Day Centre in Deal. That certainly helped § 


a lot of old people. That’s the way to help folk 


keep healthy and active into old age. End the § 


loneliness, and rehouse those who need it.’ 


‘I think we should help in thankfulness for all the } 


blessings we enjoy in our retirement. The report I 
read said that £500 left to Help the Aged builds 
£10,000 worth of flats.’ 


‘TIL write for details of their work to talk over a 
legacy with our solicitor.’ 


For facts about Help the Aged write to: 


| The Hon. Treasurer Rt Hon. Lord Maybray-King 


Help the Aged, Room TA5L 
8 Denman Street, London WIA 2AP 


| * £150 names a flat in memory of someone dear to you, or inscribes a 


name on the Founders’ Plaque of a new Day Centre. 
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New Fields to Conquer 


AN old and honoured friend appears this week under a 
new title. By virtue of a Supplemental Charter 
graciously conferred by Her Majesty the Queen, the former 
Institute of Municipal Treasurers and Accountants is 
now ‘The Chartered Institute of Public Finance and 
Accountancy’ (CIPFA). This marks the culmination of the 
long process of consultation and negotiation which began 
with the distribution to IMTA members, nearly three 
years ago, of The Future of the Institute (The Accountant, 
April rst, 1971). 

In the post-1970 climate of professional opinion, the 
Institute’s Council was conscious of the need to develop a 
new initiative. It recognized, in particular, the unmistak- 
ably clear case for a body representative of finance through- 
out the whole of the public sector, and for the extension to 
the Civil Service, the Health Service, the new towns and 
public corporations generally of the IMTA’s long tradition 
of service to local government finance. 

The change of name, it was officially confirmed this 
week, reflects also a change of attitude and direction. 
Over the past 25 years, the relevance of the Institute’s 
qualification to such important fields as gas, electricity 
and transport, for example, may not have been immediately 
apparent to officers whose personal experience does not 
extend to the time when such undertakings were either 
municipal departments or statutory companies. 

The Supplemental Charter includes provision for a more 
broadly-based Council which will incorporate professional 
and administrative links with (among others) the Civil 
Service and the universities, reinforced by several ‘execu- 
tives’ representative of sectional interests. These executives 
will not function as committees of the Council, nor will 
their membership be confined to Council members; their 
primary aim will be to stimulate participation and to 
extend the Institute’s influence throughout-the whole of 
the public sector. 

Particular importance is attached by the Council to 
establishing and developing improved links with the Civil 
Service — in which the Institute is at present little rep- 
resented outside the District Audit Service, and where 
some major financial decisions have hitherto been’ taken 
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without the benefit of accountants’ expertise. The Melville- 
Burney Report, which argued strongly for an increased 
accountancy role within the Civil Service (The Accountant, 
June 28th) has been welcomed by the President of the 
Institute — Mr T. W. Sowerby, I.P.F.A., F.S.A.A., D.P.A. — 
as ‘of a hopeful nature’ and giving additional support for the 
Institute’s enlarged objectives. 

As may be inferred from the previous sentence, the 
Institute’s change of name has been accompanied by a 
change in the designatory initials of its professionally- 
qualified members; these now become ‘1.P.F.A.’, signifying 
‘Institute of Public Finance Accountant’. The former 
distinction between fellows and associates is discontinued. 
This also disposes of the anomaly — which, in any case, 
seems to have been more widely remarked upon outside 
the Institute than within it — of making fellowship available 
to the chief finance officer of a small authority while 
denying it to senior assistants of a much larger one. 

CIPFA has already well established its concern with high 
standards of accounting and finance throughout the public 
sector, and in its new guise will be setting still higher 
standards as an act of deliberate policy. As part of the new 
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structure of education and recruitment — which will apply 
to all new entrants to the profession from September 
1974 onwards — ‘A’ level entrants are envisaged as under- 
taking a minimum of two academic years’ full-time study 
with a first and second year examination, to be set and 
marked by the polytechnics or other educational insti- 
tutions. This would be followed by a further term of 
professional experience — under the supervision of a 
nominated professional member of the Institute — before 
attempting the Institute’s own professional examination, 
which is conceived as a test of application rather than of 
assimilation of knowledge. : 

The new structure also provides for a second-tier 
membership of accounting technicians, ‘job skilled in 
particular aspects of finance and accountancy’ — thus 
affording a recognized status to those now fulfilling a useful 
role in public sector finance, but who find the present 
examination structure unrealistically demanding. Oppor- 
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tunity will be available for accounting technicians to pro- 
gress to full professional membership. Both registered 
students (for the professional qualification) and technicians 
will be members of CIPFA, though designated ‘non- 
corporate’ members as distinct from ‘corporate’ (profes- 
sionally qualified) members ~ who alone will have the right 
to use the Institute’s designatory initials and to vote at its 
meetings. 

The Institute of Municipal Treasurers and Accountants 
has fulfilled a distinctive and necessary role within the 
profession since rgo1, and — as the Corporate Treasurers’ 
and Accountants’ Institute — for more than fifteen years 
before that. While many will be saddened for a while at 
the passing of an honoured name, the traditions of a great 
institution are not lost overnight; we welcome the prospect 
of their development in a wider sphere, and commend the 
vision and the enterprise of those responsible for this 
significant development. 


The ‘Two Nations’ Myth 


r there is one aspect of the current financial scene upon 
which the average member of the public is capable of 
expressing an opinion, it is on his income. Present-day 
industrial disputes reflect two aspects of people’s views 
of their incomes; either the income is inadequate to meet 
their requirements, or other people’s incomes are rising 
faster. It is the second consideration rather than the 
first which lies at the root of so much of the industrial 
unrest, and for the same reason the Government is un- 
willing to concede the miners’ claim. 

In other words, it is relativities or differentials which 
are crucial in any incomes policy. In view of this, it is to 
be regretted that in the new Inland Revenue study, The 
Survey of Personal Incomes 1970-7xr (HMSO, £150), 
does not include some comparisons between occupations, 
despite all the obvious limitations of such data. 

Still more is it a matter for regret that this compilation 
of statistics on personal incomes, with its intimidating 
mass of tabular material, is provided with the barest of 
explanatory notes and still less commentary. So it is un- 
likely to find any substantia! readership outside the academic 
fold and government departments. 

This is serious because the volume contains a great deal 
of important information, much of which will be relevant 
to policy formulation in fields as wide apart as fiscal policy 
and development grants. If there is one single fact which 
stands out from the summary tables, it is that talk of ‘two 
nations’ in Britain is unjustified — at least in terms of per- 
sonal incomes. 

For example, the median income, i.e., the middle item 
in a distribution of incomes ranged in order of size, 


provides a useful indicator of what the man-in-the-street 
would regard as ‘average’ income. In Greater London in 
1970-71 it was £1,355; while in the south-east, excluding 
the metropolis, the figure is £1,400. On the ‘two nation’ 
theory, or in the light of much-publicized appeals for help 
to particular areas, one would expect some striking dif- 
ferences between the ‘affluent and prosperous’ south-east 
and the ‘economically blighted’ regions elsewhere in 
England. Yet the lowest median incomes for any region 
in England were actually £1,250 on Tyneside and £1,260 
in the South-east Lancashire conurbation. 

Most of the median incomes for other regions in England, 
as in the West Midlands with £1,365, were marginally 
higher than that in Greater London or only marginally 
lower, e.g., £1,310 in the north-west. When one takes into 
account the very different levels of housing costs and public 
transport in the various regions, it is far from clear that the 
conventional view of the national economy is justified. 

It can, of course, be claimed that in the wealthier areas 
there are relatively more high incomes. But even that 
conclusion is hardly borne out by the official statistics. Thus, 
the upper quartile incomes De, the lower limit for the 
top 25 per cent of the distribution) do not suggest that 
London and the south-east are so strikingly different. For 
the former, the upper quartile income is just over £2,000; 
in the West Midlands and the Merseyside conurbation the 
corresponding figures are {1,925 and £1,935. 

Admittedly, the concentration of surtax payers in the 
south-east and in London is marked. Out of 388,000 in 
England (there are only 8,000 in Wales and 23,000 in 
Scotland) a half live in the metropolis and the south-east. 
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But, to take only one example, no one would argue that 
Exchequer grants should be allocated on the basis 
of the number of surtax payers. 

A more realistic picture is given by comparing the income 
distribution for the whole of England and Wales with that 
of the individual regions. In the former case, almost one- 
third of all incomes are below {£1,000 and a further sixth 
between £1,000 and £1,300. Even in one of the poorest 
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areas — Tyneside — the corresponding figures are not all 
that different; i.e., one-third below {1,000 and another 
quarter between £1,000 and £1,300. 

It is not claimed that a complete picture of resources 
in the regions is given merely by quoting average personal 
incomes. But there is enough evidence in this publication 
to suggest that a review of Exchequer grant distribution, 
and possibly other central government aid, is overdue. 





Training Contracts to 
Replace Articles 


‘ RTICLES of clerkship for students 
of The Institute of Chartered Ac- 
countants in England and Wales are 
to be replaced by a new form of train- 
ing contract as soon as the Institute 
receives Privy Council allowance of the 


necessary changes in its bye-laws.: 


These, it will be remembered, have 
already been approved by members 
at a special meeting last June (The 
Accountant, June 7th). The training 
record, introduced on an optional 
and recommended basis, is also likely 
to become a compulsory document 
from the middle of 1974. 

A major feature of the new proposals 
is the explicit obligation that will be 
placed on principals to provide their 
students with a reasonable range and 
quality of experience, and the Council 
is empowered to monitor this feature 
in considering a principal’s suitability 
to take or retain students. Powers 
to withdraw approval of a principal 
are likely to be exercised only as an 
extreme remedy when other ap- 
proaches have failed, and the number 
of firms who abuse the present system 
is officially estimated to be very small 
indeed. ; 

The Council is sympathetic towards 
practitioners who take a conscientious 
view of their training responsibilities, 
and will give them every opportunity 
and encouragement to improve their 
facilities — as, for instance, by par- 
ticipation in group training schemes. 
There is no reason to anticipate dis- 
crimination in this area between the 
large and the smaller firms. 

Introduction of the compulsory 
foundation course in the 1973-74 


academic year has not been accom- 
panied by any shortage of places, nor 
have there been any discernible dis- 
advantages to students from overseas. 
Out of nearly 2,000 registrants, 17 per 
cent — approximately one in six — were 
from overseas. 

Two new members have been co- 


opted to membership of the Institute’s 
education and training committee. 
They are Mr C. G. Hermon-Taylor, 
A.C.A., who will specifically represent 
the viewpoint of the younger member, 
and Mr J. P. Gillies, F.c.a., F.C.M.A., 
head of the Department of Accounting 
and Finance at Bristol Polytechnic. 

A set of notes for the guidance of 
prospective students has been issued 
by the Institute’s Students’ Liaison 
Committee (comprised of representa- 
tives of the Council and of ACASS) 
and is being widely distributed to 
principals and other interested 
parties. 





1957 Integration ‘Rebel’ Dies 


M R C. PERCY BARROWCLIFF, 
former senior partner of the firm 
of C. Percy Barrowcliff & Co, whose 
death occurred on Wednesday of last 
week, was an outstanding figure of the 
former Society of Incorporated Ac- 
countants. Admitted to membership 
of the Society in 1909, after winning 
the Gold Medal in his Final examina- 
tion, he was a member of its Council 
from 1936 to the end of the Society’s 
separate existence in 1957, and Presi- 
dent for the three years 1951 to 1954. 

As ‘the rebel member of the 
Council’, in his own words, Mr 
Barrowcliff spoke out against the 1957 
integration scheme with the three UK 
Chartered Institutes, which he main- 
tained involved discrimination against 
a minority of the Society’s members. 
It would doubtless have been a source 
of satisfaction to him to note the 
progressive alleviation of this feature, 
to the point of extinction, during his 
lifetime. 

Nevertheless, with the adoption of 
the scheme, he loyally accepted his 
part in its implementation, and served 





Mr C. Percy Barrowcliff, F.C.A. 


with distinction as one of the Society’s 
appointed members on the enlarged 
Council of the English Institute from 
1957 until his retirement in 1963. 

In addition to his professional 
practice, Mr Barrowcliff had held a 
number of directorships, including the 
chairmanship of the North of England 
board of the Eagle Star Insurance 
Company. 
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Autonomy for 
South Essex 


HARTERED accountants living 

or working in the South Essex 
area are to have their own district 
society organization. At this month’s 
meeting, the Council of the Institute 
approved full district society status 
for the present South Essex area 
society, under the chairmanship of 
Mr R. W. Jarred, F.c.a. 

The society’s history dates from the 
formation of the Southend-on-Sea 
Chartered Accountants Group in 1948. 
The then South-west Essex Group 


was established in 1965, following the. 


initiative of the ‘society’s present 
Secretary, Mr D. E. Heady, F.c.a., and 
other local members. 

South Essex, whose establishment 
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brings the total number of Institute 
district societies to 18, will elect its 
first member of Council next May, 
and the committee is expected to 
consider nominations at its meeting 
on January 16th. The society has been 
allotted one of the four casual vacan- 
cies in the London allocation, arising 
from the death earlier this year of 
Mr J. D. Russell and the impending 
resignations of Mr J. A. Allen, Mr 
G. R. Appleyard, and Mr D. C. Urry. 

Mr Heady said last week that the 
translation to full district society status 
would be welcome to South Essex 
members, who had long wanted an 
opportunity of representing their own 
views directly at Council level. The 
List of Members gave the society, 
according to registered addresses, a 
potential membership of over 1,500. 
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Further details of Council vacancies 
to be filled by election in 1974 are 
expected next month. Among impend- 
ing resignations announced recently 
are the names of Mr R. G. Slack 
(Hull), Mr James Whitehead (Leeds 
and Bradford) and Mr J. W. G. Frith 
(West of England). 


EEC to Review 
Audit Requirements 


EMBERS of the EEC Commis- 

sion in Brussels are believed to 
be sympathetic towards representa- 
tions from the United Kingdom, the 
Irish Republic and the Netherlands 
on the subject of auditors’ profes- 
sional qualifications. Following con- 
sultations with the accountants’ Groupe 
d'étude, some progress has been made 





LDS Meeting for Newly Qualified Accountants 


OME 200 newly-qualified chartered 
accountants attended a special cocktail 
party held recently by the London and 
District Society of Chartered Accountants. 
Following an introduction by Mr Alan 
Hardcastle, F.C.A., Chairman of the LDS 
Committee, Mr Brian Jenkins, M.A., A.C.A., 
gave a lively and entertaining account of 
the Society’s activities. He pointed out that 
LDS membership had much to offer both 
professionally and socially; in particular he 
stressed the advantages of being able to 
attend a wide variety of courses on subjects 
ranging from VAT to music appreciation. 






H Ki 


nt Secretary of the LDS, welcomes a new member. 
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Brian Jenkins demonstrates that the LDS can be fun. A group of young accountants exchange news and views over drinks. 
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THE FACTS YOU NEED BEFORE YOU CAN 
ADVISE ON COMPANY EXPANSION. 


Whether you are a company accountant, or an accountant 
working on behalf of a client, you need to know about Britain’s 
Areas for Expansion before you can supply comprehensive investment advice. 
If your company or client is considering expansion 
you should have certain facts at your fingertips. 


VALUABLE GRANTS 
UNDER THE INDUSTRY 
ACT 1972 
Any firm engaged in 
e manufacturing, mining or 
construction could benefit under 


the Industry Act 1972 by setting [True areas A 

up new projects in the Areas 

for Expansion. ae 
There are grants of up to 


22% on the cost of plant, 
machinery and new building; 
help with finance through grants 
or low-interest loans; help with 
training and retraining; and, in some 

Areas, rent-free factory space. 

Now additional loan finance may also be 
available from the European Investment Bank 
(E.LB.) and the European Coal and Steel 
Community. (E.CS.C.) 


THERE ARE ALSO SPECIAL GRANTS 
FOR SERVICE INDUSTRIES, OFFICES 
ETC. MOVING INTO THE AREAS. 


There are grants of £800 for each employee 
moved ~ up toa limit of 50% of the new jobs being 
created; and grants to cover 100% of the approved 
rent of the premises for up to 3-5 years in the new ` 
location. Equivalent help is available where 
premises are bought rather than rented. 





THESE ARE THE AREAS 
FOR EXPANSION 


They now cover the whole 
of Scotland, Wales and Northern 
Ireland, Northern and 
North-West England, Yorkshire 
and Humberside, some parts 
of the Midlands and much of 
South-West England. 

Opportunities for firms 
moving to the Areas for 
Expansion are excellent. 


PRACTICAL ASSISTANCE FROM THE 
INDUSTRIAL EXPANSION TEAMS 


The Department of Trade and Industry has 
12 Industrial Expansion Teams throughout the 
UK. They will provide detailed information about 
the financial benefits available and help firms find 
the best possible location for projects. They can 
supply all the facts, impartial advice and valuable 
on-the-spot assistance. 


ACT NOW! send off the coupon or ring the 
number below for our informative free booklets - 
Incentives for Industry and Areas for Expansion. 
For anyone giving comprehensive investment 
advice, these booklets are essential reading. 


Headquarters. London, tel: 01-834 2255 Ext. 88 
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To: The Industrial Expansion Team, Department of Trade and 
Industry, Millbank Tower, Millbank, London SW1P 4QU. 
Please send me full details of the benefits available in the 


SN 


Areas for Expansion. 
Name 








Position in Company__.. 





Company. 





Address E 











Office Phone No 
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ISSUED BY THE DEPARTMENT OF TRADE AND INDUSTRY. 
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cialized Tuition for the 


Examinations of the 


institute of Cha 


tered 


‘Accountants - 


At the examinations leading to the qualification of Chartered Accountants, 
Metropolitan College students have gained over 


11,000 SUCCESSES AND 350 HONOURS 


Including fifty-six first places, thirty-eight second 
places, sixty-six third and fourth places, and numerous 


prizes, medals and scholarships. 


%& The Metropolitan College offers you the benefit of 
more than sixty years’ accumulated experience in 


examination coaching. 
%* A guarantee of coaching until successful. 


zk Helpful, up-to-date study notes, mostly in printed 


pocket-sized booklet form, : 
* Adequate test practice and tutorial criticism. 
kr Invaluable self-examination questions. 


xK Official publications of the Institute, appropriate 


to the Intermediate and Final examinations. 


JOINT DIPLOMA IN MANAGEMENT 
ACCOUNTING SERVICES 
CERTIFICATE IN MANAGEMENT 
INFORMATION 


The above-mentioned examinations are open to 
members of the Institute and have been instituted 
to improve the standard of accounting services 
and to encourage study in the increasingly im- 
portant field of business administration and 
organization respectively, When applying for 
particulars of the College’s expert postal courses, 
please specify the examination in which interested. 
Write today for a free copy of this college 
‘Accountancy’ Prospectus to the Principal, 
B. Mendes, B.Se.(Econ.), F.C.A., Dept Al/49, 
Metropolitan College, St Peter's Street, 
St Albans AL1 3NE or CALL at 30 Queen 
Victoria Street, London EC4N 4SX. Tele- 
Phone 01-248 6874. After Office hours 
(9°30 a.m. — § p.m. Mon. — Fri.) telephone 
messages are recorded electronically. 
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Member of the Association of British Correspondence Colleges. 


are 


_ LINKED PRIVATE 
STUDIES 


The Luton College of 
Technology and Metro- 
politan College now 
offer facilities for 
integrated oral and 
correspondence tuition. 
One week ‘pep’ Courses 
— to assist students in 
weakness. 
residential 
courses — for 


areas of 
Week-end 
Punch’ 
intensive concentration 
on particular subjects. 
For details of these, and 


-other linked courses 
write to Metropolitan 
College, St Peter’s Street, 
St Albans, AL1 3NE. 
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Accredited by the Council for the Accreditation of Correspondence Colleges. 
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A cause 
clients wil 
understan 


F You’ve never had anything, you never miss it. 

But if you’ve known a reasonable standard of living, imagine 
the tone of reduced circumstances. 

We help people who have practically nothing 
memories of happier times in a happier age. 

Many of your Clients will understand and will sympathise with 
what we are trying to do. Many of them, if you suggest it, 
might like to remember us in their Wills or with a Covenant. 
After all, what greater gift can there be than giving another 
elderly person something to live for? 


DISTRESSED GENTLEFOLK’S 
AID ASSOCIATION 


VICARAGE GATE HOUSE ` VICARAGE GATE * KENSINGTON LONDON w8 4aq 


“Help them grow old with dignity” 


except 





Debenham Tewson- 
& Chinnocks_— 


Chartered Surveyors: S 


Bancroft House Paternoster Square 
‘London EC4P 4ET 
Telephone 01-236 1520 Telex 883749 


°28 Grosvenor Street London WIX9FE \ 
Telephone 01-499 9152 Telex 883749 +, 
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“ 38 Rue de Lisbonne Paris 8° 
Telephone 522-83-10 Telex Monceau 65. 742. 


6 Frankfurt am Main Neue Mainzer Strasse 26 
Telephone 231257 Telex 416475 ~ Dé 


Also at Sydney (Australia) zë 
_ Cardiff Kingston and Richmond ^ . 
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towards a second draft of a proposed 
Community directive which is ex- 
pected to include significant conces- 
sions to the British point of view, as 
well as protection for the established 
practice rights of ‘sitting tenants’. 

Representatives of these three mem- 
ber-states are understood to have 
pressed, with the support of their 
respective governments, for recogni- 
tion of professional qualifications ob- 
tained by education and practical 
experience on equal terms with the 
university-based systems of other Con- 
tinental jurisdictions. 


First Payment to 
R-R Shareholders 


RDINARY shareholders on the 

register of Rolls-Royce at March 
31st, I97I, are to receive a first 
distribution of 25p a share on February 
21st, 1974. There are ‘reasonable’ 
prospects of a further 15p ‘probably 
at the end of the summer’. 

Answering criticisms that this would 
amount to several times the figure paid 
for shares by souvenir hunters and 
speculators in 1971, Mr Rupert 
Nicholson, F.c.A., said this week: 
‘There is nothing I can do to differ- 
entiate between the merits of one 
ordinary shareholder and another, and 
the distribution must be made equally.’ 


Auditing the 
Prices Policy 


A Ke guidance state- 
ment is expected from the Council 
of The Institute of Chartered Ac- 
countants in England and Wales next 
month, on the accounting and auditing 
treatment of company profits affected 
by the Government’s prices and in- 
comes policy. Though the statement is 
expected to have a wide application to 
businesses of all kinds, it has been 
pointed out that major undertakings 
with substantial export interests, in 
particular, are likely to be a source of 
difficulty in establishing whether the 
appropriate reference level of profits 
has been reached or exceeded — leaving 
significant areas for the exercise of 
professional judgement. 

The statement is being issued for 
guidance only, and will not be of man- 
datory effect. Because of. the time 
element, the exposure draft procedure 
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is unlikely to be followed; the profes- 
sion’s guidance, it has been said, 
must be prompt if it is to be relevant, 
and a number of sets of accounts likely 
to be affected by the statement will 
already be well advanced at the time 
of its publication. 


An Accountant's 
Courage 


Great personal courage on the 
part of a chartered accountant 
was recognized at Goldsmiths’ Hall 
last week, when Mr Bryan Short, 
A.C.A., received one of the 1972 
Binney Memorial Awards from the 
Lord Mayor, Sir Hugh Wontner, c.v.0. 

In an attempted wages ambush at 
one of his company’s offices, Mr Short 
went to the assistance of a security 
guard who was attacked by two thieves 


— one armed with a shotgun and the 


other with a hammer. After a violent 
struggle, and with the assistance of 
two other men — Mr Louis Elman and 
Mr Roger Watts — the thieves were 
beaten off, and one detained. Mr 
Elman and Mr Watts, together with 
the security guard, Mr ‘Terence 
O’Brien, also received Binney certi- 
ficates of merit. 

Speaking to The Accountant last 
week, Mr Short — who was articled 
to Mr W. E. Haward, F.c.a., and was 
admitted to membership of the In- 
stitute earlier this year — said that 
there had been nothing in the In- 
stitute’s syllabus to prepare him for 
this experience. He has, however, 





Hall, before Mr Short received one of the 
1972 Binney Awards for his part in fighting 
off two armed robbers. 





Mr Richard Norman Langdon, F.C.A., 
who has been appointed chairman of 
London and County Securities in succession 
to Mr Gerald Caplan. Managing partner of 
the consultancy practice of Spicer and 
Pegler & Co, Mr Langdon is also a non- 
executive director of First National Finance 
Corporation. 


played rugby football for the Old 
Albanians for the past 11 years, and 
was thankful only that the incident — 
in which he fortunately escaped serious 
injury — occurred during the off 
season ! 

The Binney awards, now adminis- 
tered by the Goldsmiths’ Company, 
are made in recognition of civilian 
acts of bravery in support of law and 
order within the Metropolitan and 
City of London police districts. They 
were endowed by brother officers 
and contemporaries of the late Captain 
R. D. Binney, R.N., who lost his 
life in a valiant attempt to stop a 
smash-and-grab raid in 1944. 


ICA Council and 
Companies House 


Oe approval for the 
DTT’s proposals in regard to the 
future of Companies House was given 
last week by the Council of The 
Institute of Chartered Accountants in 
England and Wales. Recognizing that 
a clear case has been made by the 
Government for a move from the 
present premises, the Council regards 
the future location of the Companies 
Registration Office — whether in Car- 
diff or elsewhere — as unimportant, 
provided that two fundamental re- 
quirements can be met. 

These are that adequate facilities 
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for inspection of up-to-date informa- 
tion can be maintained on microfiche 
in London, and that documents can 
still be presented for filing in London. 
In this connection, the Council is not 
satisfied that the Government’s pre- 
sent intentions (reported in The 
Accountant for November 2gth) are 
sufficiently comprehensive. 

A statement from the Institute, 
following this month’s Council meet- 
ing, said: ‘We take the view that it 
would have been impossible for the 
system to continue in the present 
premises in London. With the con- 
tinuing increase in the volume of 
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registrations and number of searches, a 
steady deterioration in the level of 
. service would have been inevitable.’ 


Builders’ Interfirm 
Comparison 


UILDERS and construction con- 

tractors have featured largely in 
the annual insolvency statistics for 
several years’ past. On the other hand, 
evidence published recently by the 
Centre for Interfirm Comparison 
shows that many building companies 
were attaining a return of the order of 





Assessment of Capital Gains 
Confirmed 


WO assessments of capital gains 

to tax were confirmed in the High 
Court recently by Mr Justice Foster. 

In the first of these, Temperley v. 
Visibell Ltd, the appellant company 
had acquired a site for the intended 
construction of a factory, and applied 
for planning permission. For technical 
reasons the site was subsequently 
considered unsuitable; the company 
acquired another site and disposed of 
the first at a price which yielded a 
capital gain of £1,261. 

The Inland Revenue sought to 
include this item in the company’s 
corporation tax assessment for the year 
to March 1969. The company con- 
tended that the original site was an 
asset used and occupied for the 
purposes of its trade, and that the 
disposal fell within the ‘neither a loss 
nor a gain’ proviso in section 33 (1) 
of the Finance Act 1965. 

Section 33 was a relieving section, 
and the onus of proof lay on the 
company to show that it fell within 
the section. In the present case, said 
Mr Justice Foster, it was unnecessary 
to try to give any definition to the 
words ‘use’ or ‘occupation’ for the 
purposes of the section; it was quite 
impossible for the Court to say that 
mere visits to the site, coupled with 
an intention to build and an applica- 
tion for planning permission, could 
satisfy the section. 

The second case, Kidson v. Mac- 


Donald and another, involved a gain 
of £6,903 on disposal of the interest 
of a deceased tenant in common, 
subject to a statutory trust for sale. 
The deceased’s executors argued that 
the transaction was exempted by 
paragraph 13 (x) of Schedule 7 to the 
Finance Act 1965 as an interest 
created by or arising under a settle- 
ment; and, further, that the reference 
to persons ‘jointly’ entitled in section 
22 (5) of the same Act should apply 
only where the interest was a joint 
tenancy both in law and in equity 
within the context of English property 
law. The present case involved tenants 
in common in equity only. 

His lordship remarked that the 
Finance Act 1965 applied to Scotland 
and Ireland no less than to England 
and Wales, and that the Scottish theory 
of co-ownership differed markedly 
from the English concepts of joint 
tenancy and tenancy in common. He 
would, if possible, construe section 
22 (5) in a way recognizing the realities 
of the situation in several systems of 
law, at the expense of the technicali- 
ties of any one system. Applying this 
approach, the word ‘jointly’ should be 
given its ordinary or commonsense 
meaning of ‘concurrently’ or ‘in 
common’. 

It followed that the property in 
question was not settled property, and 
the executors could not escape capital 
gains tax by virtue of paragraph 13 (z). 
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30 per cent on their assets in 1972. 

The Centre — an independent and 
non-profit-making body — is now 
inviting interested firms throughout 
the building and civil engineering 
industry to take part in the 1973 
comparison. Participants are invited 
to supply, in confidence, certain 
information about their last financial 
year’s performance, including detailed 
costs, profits, assets, tendering record 
and leasing costs. 

After figures have been adjusted to a 
properly comparable basis, nearly 100 
ratios are calculated for every firm 
taking part, enabling their manage- 
ment to see how their company com- 
pares with other similar businesses, 
what are their strengths and weak- 
nesses, and how they can improve their 
profitability. All work is done under 
code numbers to preserve anonymity. 

On the evidence of the 1972 com- 
parison, housebuilders tend to be 
nearly twice as profitable as general 
builders, and do not need to be land 
speculators as well in order to be 
successful. The average settlement 
period for payments from customers 
in 1972 was seven and a half weeks, 
though delays of up to 20 weeks or 
more have been reported. 

Inquiries and entries for the 1973 
comparison should be addressed to 
Mr H. W. Palmer, Centre for Inter- 
firm Comparison, Lincoln’s Inn 
Chambers, Chancery Lane, London 
WC2A rJB (01-405 4161). 


Earned income 
Relief Refused 


CHARTERED accountant who 

was complimented on the manner 
in which he had conducted his own 
case nevertheless failed in his appeal 
against a decision of the General 
Commissioners of Income Tax. 

In the High Court, Mr Justice 
Foster has upheld the Commissioners’ 
ruling that Mr Ancrum Francis Evans, 
T.D., F.C.A., was not entitled to earned 
income relief in respect of monies 
received by him from a ‘partnership’ 
for the financial years 1965-66 to 
1970-71 inclusive. 

Three brothers, who owned between 
them 48 per cent of the issued share 
capital of a company, wished to ensure 
that their holding would remain 
combined. 

On March 13th, 1967, an agreement 


December 13th, 1973 


was entered into between the three 
brothers and Mr Evans, and it was in 
respect of remuneration received by 
Mr Evans under the agreement that 
he claimed to be entitled to earned 
income relief. 

The terms of the agreement were 
set out as if it were a partnership 
agreement, said the judge, but in 
effect it was simply an agreement by 
which the three brothers put ‘their 
shares into joint names. 

In each of the years in question, 
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Mr Evans received £500, paid out of 
dividends received on the shares held in 
joint ownership under the agreement. 
He had to show that he was entitled to 
earned income relief under section 530 
of the Taxes Act 1970. 

It was impossible for the Court to 
construe the agreement in such a way 
as to find that Mr Evans held office or 
employment under the agreement so 
as to bring himself within section 
530 (x) (a) or (b); nor had he brought 
himself within subsection 1 (c). In 
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his lordship’s view, Mr Evans received 
dividends which could not be included 
under Schedule D since they were not 
‘immediately derived from the carrying 
on of his profession’. 

Mr Evans had argued that the Court 
should look not at the source from 
which the payments were made, but 
the quality of the payments when they 
reached his hand. The payments, so 
far as he was concerned, were for 
services rendered in his capacity as a ` 
chartered accountant. 





THIS 1S MY LIFE 


Copy Crises 


by An Industrious Accountant 


H personnel director hailed it as his own personal 
achievement when he persuaded us to install our 
decidedly pricey photo-copying machine some years ago. 
It would save us fortunes, he claimed, in typists’ time 
handling carbon paper and in the hours spent by staff with 
cuttings to be copied, leaning lovingly over the girls’ co- 
operative shoulders to ensure they didn’t miss out any 
semi-colons. 

Prinny estimated it would replace at least three typists, 
thus effecting significant salary savings. His bonus was 
increased that year, I remember, and a reduced one went 
to the office manager, who distrusted mechanical marvels. 

Mind you, it proved a mixed blessing. It was in such 
demand at first that we put Hyacinth in charge to maintain 
order. When the work eased off, she was moved. The staff 
thereupon grumbled violently at being expected to do their 
own dial-depressing, while Hyacinth demanded a pay rise 
for increased flexibility. Prinny agreed, to keep the peace — 
thus nearly precipitating a walk-out by the indignant 
dictating machine section. 

Ultimately the copy-room became a social centre. One 
day I found the financial accountant there, taking multiple 
reproductions of the Chancellor of the Exchequer’s Budget 
speech plus Opposition criticisms, jostled by the internal 
auditor with a 40-page article from the Harvard Business 
Review for circulation to all and sundry. Two salesmen 
interrupted their argument about Joe Bugner to give place 
in the queue to the chairman’s private secretary with his 
latest edict, and she graciously repaid their courtesy by 
telling the tea-lady to bring along second cups all round. 

Later, some ham-handed ledger clerk forced a wad of 
foolscap sheets into the quarto section and crocked the 


long-suffering machine — much to the pleasure of the office 
manager, who said snootily that at least in the old days we’d 
never fused a typist. 

We kept a daily register to record copies taken, but it fell 
far below the usage recorded on the machine’s meter. Our 
monthly bills soared, and the O/M hinted at high-level 
swindling. Chaps forgot, they were in a hurry, we said, but 
we restored Hyacinth to monitor the input. Unfortunately 
she’s ga-ga about the deputy cashier, and when he came 
for 20 copies of the half-year’s overtime report, she set 
2,000 on the dial by mistake. 

Yesterday, Prinny came rushing frenziedly downstairs 
at a speed dangerous to his health. He’d taken five top-secret 
copies of his private memo on trade union negotiation 
strategy, he panted, but left the original in the machine! 
Had it been found? Had it been read? Hyacinth silently 
lifted the flap to reveal the missing treasure, but she said 
woodenly she never bothered to read what she copied. 

Prinny’s been a wreck ever since. 
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Operating With Inflation 


-2 - Routine Price Control 


by. MICHAEL CLAY, M.A., F.R.G.S., F.L.W.S.P., F.LP.C., A.M.B.LM. 


NFLATION has been a feature of the economy at least since 
"I Henry VIII sacked the monasteries. But so long as it continued 
_at a very low level, or at a low level with infrequent peak years, 
one could afford to ignore it and to operate static planning and 
accounting systems. Under present circumstances, where the 
economy is inflating at rates of from 5 to 10 per cent each year, 
one loses a great deal of control by ignoring it, and the per- 
formance achieved is almost inevitably worse than it might have 
been. 

` Part of a possible solution to the problem was explored in the 
previous article which introduced a new system of dynamic 
accounting in which ‘standard prices’ no longer remain fixed 
for a full year ahead, but are set in advance at different levels 
for different months in accordance with the expected move- 
ments of prices in general, or of the particular item being 
considered. The effect of this on routine internal control 
information was traced through labour, materials, overheads 
and sales income reporting. 

This second and final article is an exploration of the problem 
of ‘actual’ pricing, since correct product pricing with regard 
to both timing and value is the key to the battle against in- 
flation at the company level. Tentative solutions are proposed. 

One can illustrate the problem most easily by stripping it down 
to its bare essentials and by considering the one-man business, 
such as the joiner who gives an estimate for a job. A summary 
of his ‘internal’ estimate could be as follows: 








Table IX £ 
Materials .. 1,000 
Labour 1,000 
Total direct costs .. 2,000 
Contingencies, 10 per cent 200 

2,200 

Overheads, 20 per cent 440 
2,640 

Profit, 10 per cent 264 
Quote £2,904 








For various reasons, including delays in getting a firm answer 
from his customer, delays in material supply and his own full 
order book, he is unable to start work for nine months after his 
estimate is posted to the customer. He finds that material 
costs have risen by 124 per cent, that he has to take more than 
£3,000 as his own basic wage owing to his wife’s demands for 
housekeeping, increases in domestic fuel costs, clothing for 
children, personal postages, telephone and petrol. He meets the 
expected snags on the job which further inflate labour and 
material costs, and books these down separately for his own 





_ The first article on this subject appeared in last week’s issue. 


control records. His overhead items — his van, telephone and 
book-keeper — have also all increased in price over the period 
between compiling the estimate and completing the job. The 
actual results were: 


Table X £ 





Materials (up 12% per cent) 1,125 
Labour (up 8 per cent) 1,080 
TS DN 

2,205 

Contingencies (actual) 221 
3 2,426 

Overheads, 20 per cent 485 
Total costs d CN Ss - .. 2,911 
Loss ge a Pe ae a Si sä 7 
Income £2,904 








The joiner’s expected profit of £264 became an actual loss of 
£7, due entirely to the effects of inflation. The problem, 
dificult for the small businessman, is vastly more complex 
for the large company. It is universally known that costs are 
continually increasing, but one is nevertheless quoting prices 
either on the basis of a price list of goods for sale, or on the 
basis of an estimate which is in turn based upon expected prices 
of raw materials and services. 


Leap-frogging 


The effects in practice are likely all to be in the same direction — 
towards a reduced profit — since price changes to customers are a 
response to increased costs rather than anticipation of them. 
The supplier responds when he realizes from..internally- 
produced cost reports that profit margins are shrinking. There is 
always a lag and the greater the lag, the greater the profit . 
deterioration. If a supplier wishes to preserve margins he has to 
adopt an entirely difterent approach. Fortunately for him, there 
are several possibilities. 

Suppose that a’selling price of L100 per ton of predict yields 
a profit of £10 when the price is set. As a result of cost inflation, 
the margin is progressively eroded and becomes zero after six 
months. If the supplier then sets a price of {111, his new cost 
level of £100 will enable the desired profit of 10 per cent on 
sales to be attained ~ but his profit on sales will average only 
5 per cent, since it varies from ro per cent down to nil. 

He could, alternatively, increase prices to give more than the 
desired 10 per cent, say 14 per cent, and allow inflation to erode 
margins until the level shrinks to around 6 per cent; in this way 
he will average the desired 10 per cent. Since each supplier is 
acting independently, one may just have increased prices by a 
heavy 15 per cent, while another will be intending. to do so in 
two or three months. The customers then become much less 
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loyal; they get into the habit of shopping around, so that any 
supplier who increases prices will suffer a sudden loss of business 
to competitors, and get it back again later when his own margins 
are too low. 

Astute purchasing departments will exploit this to the full, 
and press for special prices or other special arrangements; but 
this volatility of business is not in any of the suppliers’ interests, 
since each one loses as a result. Consequently it is reasonable to 
expect that suppliers will be influenced to agree unofficial pricing 
arrangements with their competitors. The degree of price- 
fixing, market allocation and other ‘club’ arrangements in 
British industry is already formidable, and inflation must tend 
to increase it. Inflation is a joint threat to all suppliers, and one 
against which they will tend to close ranks. 


Inflation clauses 


Those businesses that supply one-off goods or services are in a 
slightly better position, since they can readily include labour or 
materials inflation clauses in their estimates and thereby protect 
themselves at least partially. But this is not quite the happy 
solution it might appear to be. In order to recover inflated costs 
the supplier has to justify them, i.e., to present specific details of 
cost increases on labour or materials. Most suppliers include the 
minimum. detail that they can get away with in estimates, since 
they do not want customers’ accountants to be able to do 
detailed cost exercises and calculate the supplier’s profit. 

The supplier’s wish to keep his profit secret is not quite the 
dastardly thing it may appear to the customer. Profitability 
on contract work is very precarious. A supplier may achieve 
Io per cent on sales, or 20 per cent on capital over all; but some 
big jobs may show a loss and others an enormous profit. It is 
most embarrassing to expose cost details to justify invoking 
an inflation clause on a job which has already yielded a 40 per 
cent profit on the contract price. 


Dynamic pricing 

Under inflation, profitability suffers because selling prices do not 
keep in step with rising cost prices; if prices were established 
on the basis of expected future costs allowing for inflation, the 
problem would be solved. But the solution suggested — an 
infrequent review, combined with leap-frogging — contains its 
own problem, in that prices have to be lifted by such large 
amounts that customers drift away. 

Theoretically, the answer is for a continuously changing 
selling price based upon the expected cost prices in the next 
short period of, say, a week, since inflation is continuous or 
semi-continuous, and this would beat it at its own game. As it 
stands, the solution is impractical, but it does contain the germ 
of an idea which may be the best solution of all. 

The precise form in which it could be implemented will vary 
considerably according to the type of industry. First, consider a 
basic form in which a static price list is converted into a dynamic 
price list, in which the price changes each month as in Table XI 
below: 





Table XI 
PRICE LIST 
Date of Issue March ist, 1974 
FIRM PROVISIONAL 
Cameras March | April May June July | August 
Fotakon 1..] 100-00 | 101-00 |102-00 | 103-00 |104-00 |105-00 
Fotakon 2. 1 75-00 | 75-75 | 76-50 | 77-25 | 78-00 | 7875 
Prismax §0-00 | 50-50 | 51-00 | 51-50 | 52-00 | 52-50 
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The next monthly list again carries three months’ firm prices: 


PRICE LIST 
Date of Issue April 1st, 1974 





PROVISIONAL 


Cameras = 
Fotakon 1..1101-00 | 102-00 | 103-00 1105-00 1106-00 | 107-00 
Fotakon 2 75:75 | 76-50 | 77-25 | 78-75 | 79-50 | 80-25 
Prismax 50-50 | 51-00 | 55-00 | 55-50 | 56-00 | 56-50 





Operating such a scheme would solve some problems, but 
raise others. It assumes that one can make a reliable forward 
judgement about short-term inflation rates, and that the effect 
of these can be translated into individual product prices. The 
roots of the method lie in the annual planning exercise described 
in the previous article. 

Secondly, one has to be clear about which prices will relate 
to which orders. In the simplest case, where one is delivering 
from stock and where extended lead times do not apply, the 
price to be charged is that for the month in which the customer 
requires the material. The only problem then is pricing orders 
received at the end of a month for dispatch that month, but 
where the order is actually dispatched early the following 
month — when the higher price should, theoretically, apply. 

A more serious difficulty arises in those cases where there is a 
significant lead time between receipt of order and dispatch of 
goods. For example, the customer may place an order in mid- 
March for March execution at March prices; but the supplier 
cannot promise a better dispatch date than mid-May, when 
higher prices will prevail. The customer would have to be 
warned in advance that his required delivery date and price 
could not be met, to give him the opportunity to withdraw. 
The ‘confirmation of order’ form used in many companies is a 
suitable vehicle for dealing with this difficulty. 

A modification of the basic method can be used where a 
particular group of raw materials exerts a dominating effect on 
total costs; a timber yard which purchases in bulk and supplies 
sawn and planed sections plus manufactured window frames and 
doors is an example. Clearly one should reprice whenever the 
buying department advises of a significant input price change. 
It is possible to do this both currently (an immediate price 
increase is announced) or for a specified future date. The main 
working data needed is the usage rate of each raw material in 
each finished product and the effect on product cost of a unit 
increase in raw material price. This information can be pre- 
prepared in tabular form, e.g.: 








Table XII 
RAW 
MATERIAL USAGE/COST IN FINISHED PRODUCT 
Minimum price 
Material change per £7 
Usage cost per raw material 
Name | Price |Product| Rate product unit change 
AP 1 | £100 | BR17 | 0-80 £80 £0-80 


Of course, in the type of business where stocks represent 
several months’ sales, if sales prices are increased immediately 
after raw material prices are increased, an extra boost to profit- 
ability will arise. At first sight this may appear to be a somewhat 
unethical practice, but it will help in practice for the supplier to 
absorb the creeping inflation on items other than raw materials, 
from pencils to petrol. 

A second modification of the basic method is a possibility for 
the company that has a much wider product range and a wide 
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range of raw materials. The basis of the procedure recom- 
mended is similar, and involves buying department informing 
either costing or marketing of price increases on selected items 
immediately buying become aware of them. The impact of the 
increase on profitability can then be calculated and either a 
general sales price increase is applied or a selective increase, i.e., 
related to those products which use the relevant material. 

For example, if buying is notified of an increase in the price 
of steel plate, sales department immediately check the impact 
on steel-containing products and determine whether to raise 
prices. The essence of the procedure is to increase prices before 
or at the same time as raw material prices increase — not retro- 
spectively, after profitability has been affected. 

A more general, but time-consuming, check on the T of 
price increases on materials, labour and services may be ad- 
visable. This requires that buying department should keep a 
record of every price change and work this through to its 
total impact on profitability. 

Most of this work can be avoided if the company operates the 
dynamic planning and control scheme described in the previous 
article, combined with the basic form of continuous pricing 
described above. Then the price variances revealed by the 
standard costing system will be nil for each month if one has 
correctly judged the rate and timing of inflationary changes. 
Profit will remain as planned since phased price increases are 
also built into the plan. 

Price variances, under conventional accounting systems are 
inevitable, almost entirely uni-directional and universal. They 
are such a regular feature of the scene that their meaning as a 
variance ~ ie., a basis for investigation and action — is lost. 
Under the dynamic planning and accounting system the true 
meaning of a price variance is restored. An unfavourable price 
variance means that one has underestimated or mistimed 
inflationary effects, and that urgent consideration is required. 

In the absence of this system, it is possible to construct a 
second-best scheme from buying department basic data. The 
procedure could also be automated, and carried out as a by- 
product of supplier accounting. Table XIII shows the basis of 
the procedure. 

The first stage is to expose the unit price difference of the 
material between that used as a standard (whether fixed in 
advance for the year or dynamic as described) and the current 
price advised. 


Table XIII 
PRICE CHANGES 
Norm Actual | Difference] | Quantity | Total Price 
Material Price Price Unit Increase 
A B c D=C-B E F=DxE 


Secondly, the total effect of the price increase is calculated. 
The increase has to be compared with a reference or norm 
price which is tied in with the sales department’s price changes. 
There are several ways of achieving this. 


Treble and quadruple entry 


In the first article, control of inflation was effected through the 
company’s cost accounting routines and financial accounting 
was not involved. A comprehensive, reliable and completely 
practicable alternative is to build the control into the financial 
accounting system. Naturally this will involve a considerable 
amount of additional book-keeping, but there is no escape 
from this. 

There are two possibilities. The simpler of the two and less 
reliable is to open a special ledger containing a series of accounts, 
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one labelled ‘non-product’ or ‘general’ account and the others 
for the various finished product groups. 

A standard price for every purchased item is set, and 
this is a single standard for the year. Every invoice is split 
into two components, the standdrd price and the inflation 
increment, e.g.: 


5 tonnes of cement; standard price £12 per tonne, 
actual price £14. 


Total standard price=£5 X 12 £60 (A) 
Inflation increment =£5 x 2 £10 (B) 
Actual price-=£5 X 14.. £70 (C) 


The actual price of £70 is gen out through the normal 
series of double entries and the increment of {10 is debited to 
an inflation account. If the cement is for an office block, the 
increment is debited to the ‘non-product’ inflation account; if it 
can readily be associated with product group X3 Z, it is debited 
to ‘XYZ’ inflation account. Each sales invoice is split in a 
similar manner and the inflation increment credited to the 
appropriate inflation account. In the early part of the year there 
could be price savings compared with standard, so that the 
entries may be reversed — e.g., debit inflation account with the 
shortfall in selling price compared with standard, and credit 
it with the shortfall on purchase price. 

This ledger is not balanced with the rest of the books and may 
be a non-audited record; the object is to strike a balance — say 
monthly ~ and to aim that this should always be a credit. 


Integrating with double entry 


By making the scheme slightly more complex, it is possible 
to integrate inflation accounting with the normal double entry 
processes. To take the cement example again, one makes the 
normal double entries. One then opens a series of inflation 
accounts as described above for treble entry and makes the 
following additional entries: 


Dr. Inflation Control 
Dr. Detailed Inflation Account 
Cr. Inflation Control 


£60 (standard value) 
£10 (inflation increment) 
£70 (actual value) 


The normal double entries for product sales are unaffected. 
Additional entries are also needed. If product PQR has a 
standard selling price of £2 and an actual of £3 and 300 units 
were sold, the additional entries are: 


Dr. Inflation Control £900 (actual value) 
Cr. Detailed Inflation Account £300 (inflation increment) 
Cr. Inflation Control £600 (standard value) 


If prices are under control, there should never be a debit 
balance on the detailed inflation accounts. The accuracy of 
postings is readily checked by balancing the inflation accounts 
and inflation control with control accounts in the purchases and 
sales ledger. 

The inflation ledger should always balance to zero, and 
balances on detailed accounts should be posted to inflation 
control annually. 

A lot of work, admittedly, but the whole thing can readily 
be done by automatic data processing once sales and purchase 
invoices are split into the two components required. The 
benefit is that management has as total a control of inflation as 
it would be possible to achieve. 

This article has been concerned with how to live with in- 
flation, rather than with what causes it. Nevertheless, the writer 
would like to record his conviction, as a slightly irrelevant coda, 
that there is only one cause of inflation, and that — despite the 
complexities embraced by economists — is an extremely simple 
one, comprehensible by everyone. Governments print too much 
money. 
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No Accounting for Goodwill 


OODWILL, it has been argued, need no longer 

appear in the balance sheet as an intangible, or rather, 
fictitious asset. Writing in the July 1973 issue of The Fournal 
of Accountancy (New York), Mr Michael Tearney suggests 
that, in so far as the amount paid for assets acquired, over 
and above their book value, is attributable to definite 
qualities that can be evaluated, by modern techniques, 
then the figure can be broken down and more properly 
named. These particular ‘qualities’ he sees as, e.g., loca- 
tional advantage, special skills and market opportunities. 
Whilst one can appreciate the basic soundness of his argu- 
ment, there are one or two points that need both clarifica- 
tion and further study. 

Part of his argument runs: ‘... when one entity acquires 
another and willingly incurs a cost greater than the fair 
market value of the net identifiable assets, the latter com- 
pany possesses some characteristics important to the ac- 
quiring company’. It might be suggested that this is but a 
half-truth. Very often the acquiring company is considering 
not the intrinsic value of what it will obtain but, at least in 
the UK, far more the benefit that will accrue from applying 
its own particular skills. It is paying over the market rate, 
not so much for the purpose of acquiring existing advan- 
tages, but because it believes advantages can be brought 
about as a result of the acquisition. 

It is, in fact, paying for the opportunity to earn greater 
profits by the application of its own particular skills. True, 
the merger may have a twofold objective — both acquisition 
of skills and buying the opportunity to use one’s own — but 
it is suggested that not only is it wellnigh impossible to 
separate the two elements, but that the latter is likely to be 
of the greater relevance. 


Separate components 


We can therefore say that what is generally described as 
goodwill can be broken down into three components, 
represented by the additional profits arising from: 


(a) locational advantages; 
(b) special skills acquired; and 


(c) use of special skills to be brought in together with new 
management techniques. 


The term ‘special skills’ is used to cover attributes that 
are generally inseparable, such as product knowledge, 
management expertise or good labour relations. It does not, 
of course, include items that can be measured specifically 
and should, in any event, already be shown separately — 
such as copyrights, trade-marks or patents — but includes 


by MICHAEL GREENER, B.A., F.C.A. 


all nebulous advantages not quantified and not arising from 
location alone. 

The question that now arises is how these several ele- 
ments are to be valued. In attempting to answer this it 
may be useful to define a few terms: 


(1) ‘Marginal unit’ — an organization that finds it just worth 
while staying in business. ‘Marginal return’ would be the 
return earned by that unit. 


(2) ‘Risk rate’ ~ the rate of return on capital demanded in 
circumstances where capital is not secured, and profits 
are at the mercy of the market. The rate will differ from 
one industry to another according to the nature of the trade 
and vulnerability of the profit figure. There will therefore 
be a ‘particular risk rate’ for any one industry. 

(3) ‘Normal profit’? — the figure obtained by applying the 
particular risk rate to the sum invested. 

(4) ‘Anticipated rate’ — refers to the rate of return or level 
of profit anticipated by the purchaser in the foresee- 
able future. 


(5) ‘Minimum rate’ — the prevailing rate on irredeemable 
government stock, e.g., Consols. 


An example 


Having established the language, we can now proceed 
with the discussion. Suppose unit B is acquiring unit A; 
the average annual profits of A are £12,000 and the antici- 
pated annual profit £15,000. Suppose further that the fair 
market value of identifiable net assets to be taken over is 
£100,000; the marginal return is 8 per cent, the particular 
risk rate is 11 per cent and the minimum rate 74 per cent. 

The minimum price to be paid by B must be £12,000 
discounted back at 15 per cent; that is £80,000. The 
maximum price, on the other hand, would be £15,000 
discounted back at 74 per cent, or £200,000. The actual 
price offered will lie between these limits — although, 
where B is not taking over all of A’s skills, the minimum 
price would be lower. 

There is another aspect, the attitude of A; what price will 
be asked? Presumably A will not be satisfied with a price 
lower than £109,090 (£12,000 discounted back at 11 per 
cent). This figure may give a clue to the hitherto unknown 
‘efficiency’ content of the assets acquired; perhaps we were 
a little hasty in claiming that the problem of distinguishing 
between value of skills acquired and price paid for oppor- 
tunities was insuperable. It now seems that in certain 
circumstances a reasonable, though not exact, estimate is 
conceivable. 

Take the present instance. If we presuppose that the 
maximum locational advantage is gained (this will normally 
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only be so where B is to continue A’s business) then this £ 
can be valued by subtracting from the normal profit of Net assets acquired 100,000 
£11,000 De, £100,000 at 11 per cent) the marginal profit Efficiency goodwill 36,363 
of £8,000 and discounting back the ditference of £3,000 at E E 
the risk rate of 1x per cent, giving £27,272. us : 
The basic value of the investment (ignoring B’s contribu- deeg SEN Se 72,728 
tion) would therefore consist of: Se SE 27272 
~ £ ciency acquired 9,090 
; Efficiency injected 27,273 
Basic value of assets 72,728 Wee 
Locational advantage 27,272 £136,363 
Efficiency element 9,090 Saree 
ES Whether a balance sheet in this form would satisfy Mr 
£109,090 Tearney, only he can say. There are certain obvious prob- 


We come now to consider the contribution made by B. 
The anticipated profits at £15,000 show a return of 15 per 
cent. Discountirg those profits back at the risk rate of 
II per cent, we have a figure of £136,363. If the total net 
assets are recorded at this figure, then the starting return 
will be 15 per cent, and any increase in this figure in sub- 
sequent years will be an indication of increasing efficiency. 
The balance sheet would therefore read either: 
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Accounting for France 


A Case of Now or Never 


by M. J. LAFFERTY, A.C.A. 


ELATIONS between the British and French account- 

ancy professions have been in the doldrums since 
several leading French companies decided, with a little 
encouragement from Finance Minister Giscard d’Estaing, 
to obtain listings in London. Problems arose when the 
London Stock Exchange refused to accept accounts 
prepared and audited to French standards [The Accountant, 
August 17th, 1972]; the result was that prospective London 
quote-seekers were forced to obtain the services of the 
British and international accounting firms with offices in 
France. 

The international accounting firms have long had 
offices there; offices which they originally set up to service 
subsidiaries of British and American clients but offices 
which, the French say, have been only too willing to help 
out on the French scene. 

To say that French accountants were upset would be a 
gross understatement but the sad fact is that, without 
Government help, they would not be in a position to argue. 
As one senior Finance Ministry official put it: ‘For France, 
the international accounting firms are an unfortunate 


lems, not the least being the manner in which the particular 
assets are to be adjusted to allow for the item of locational 
advantage. 

It might be argued that such an advantage, being one of 
site, is contained in the value of real property acquired. 
This is fine if it happens to be freehold; but what if it is not 
owned but leased? Perhaps this could be overcome by 
showing the locational advantage as a capital reserve — But 
is it worth it? 





necessity; but they must not, and will not, be allowed to 
take advantage of the French profession.’ 

British accountants are apt to be surprised and perhaps 
secretly pleased at such revelations. It is nice to think that 
the French have a lot to learn from Britain, even if it is only 
about accountancy. It should not be forgotten, however, 
that France has by-passedBritain in economic terms, and 
the ironic fact here is that French accounting methods are 
considered to have played a major part in this transforma- 
tion. 


Uniform system 

The first attempt at uniform accounting in France took 
place under German supervision during the Second World 
War. After the war, the Government decided that ac- 
countants and accounting had a major part to play in the 
future economic development of the State. As a first step, 
a national uniform system of accounts was proposed and 
accordingly a committee was set up in 1945 to advise 
on its introduction. The result, the Plan Comptable Général, 
was published in 1947. 
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Generally the Plan includes: 


(i) A detailed chart of accounts supporting the summary 
chart; see Figure 1; 
(ii) Recommendations for the valuation of assets and deter- 
mination of profit; and 
(iii) Models of the balance sheet and trading and profit and 
loss accounts — Figures 2 and 3. 


Supervision and revision of this codified accounting 
system was entrusted to the Conseil National de la Compt- 
abilité (National Accounting Committee). By various 
means, the Government secured universal acceptance of the 
Plan with modifications to suit separate industries. The 
result is that the accounting rules are completely in the 
hands of government, although the professional bodies are, 
of course, consulted and represented on the Conseil. 


Figure 2 
EXAMPLE OF FRENCH FINANCIAL ACCOUNTS 





Actif 
(Assets) 
Amortissements ou 


Montant provisions Montant 
brut pour net 
(Gross dépréciations (Net 
amount) (Depreciation) amount) 
FRAIS D'ETABLISSEMENT 
(DEFERRED CHARGES) 
Primes de remboursement 
des obligations 
(Redemption premium) — — — 
Autres frais d'établissement 


(Other deferred charges) — — = 


IMMOBILISATIONS (FIXED 

ASSETS) 
Terrains (Land) — — — 
Constructions (Buildings) — — — 
Matériel et outillage 

(Machinery and tools) — — — 
Matériel de transport 

(Transportation equipment) — — — 
Mobilier, aménagements, 

installations (Furniture and 

fixtures) — — — 
Immobilisations incorporelles 

(Intangibles) — — — 
Autres immobilisations , 

(Others) — — — 


AUTRES VALEURS IMMOBILISEES 
(OTHER NON-CURRENT ASSETS) 
Prêts à plus d'un an 
(Long-term receivables) — — — 
Titres de participation 
(Investments) — — — 
Dépôts et cautionnements 
(Guarantee deposits) — — — 


VALEURS D'EXPLOITATION 

(INVENTORY) 
Marchandises (Merchandise) — — — 
Matières premières et 

fournitures (Raw materials 

and supplies) — — — 
Produits semi-ouvres 

(Work in progress) — — — 
Produits finis (Finished 

goods) — — — 
Emballages commerciaux 

(Packing materials) — — — 
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VALEURS REALISABLES A COURT 
TERME OU DISPONIBLES 
(CURRENT ASSETS OTHER 
THAN INVENTORY) 

Fournisseurs — avances et 
acomptes sur commandes 
(Advances to suppliers) — — — 

Clients (Accounts receivable) — —— — 

Autres débiteurs (Other 
receivables) — — — 

Comptes de régularisation — actif 
(Prepaid expenses) — — — 

Prêts à moins d'un an 
(Short-term loans 
receivable) — = — 

Effets à recevoir (Notes 
receivable) per = Gs 

Chèques et effets à encaisser 
(Cheques and notes to be 
collected) — — 

Titres de placement 
(Marketable securities) — — 

Banques et chèques postaux 
(Cash at bank) — ~ 

Caisses (Cash in hand) — = 


Total de l'actif (Total assets) — 


Montant des engagements reçus 
(Amount of commitments received) 


Passif 
(Liabilities) 
Avant Après 
repartition repartition 
(Before (After 


distribution) distribution) 
CAPITAL PROPRE ET RESERVES 
(CAPITAL AND RESERVES) 


Capital social (Capital) —_ — 
Primes d'émission d'actions (Premium 

on shares) — — 
Réserve légale (Legal reserve) —~ — 
Autres réserves (Other reserves) — — 


REPORT A NOUVEAU (RETAINED EARNINGS) 


Situation nette (avant résultats de : 
l'exercice) (Total reserves and 
retained earnings before net earnings 
for the year ~ which are shown at the 
foot of the page) — — 


PROVISIONS POUR PERTES ET CHARGES 
(PROVISION FOR LOSSES AND EXPENSES) 


Provisions pour risques (Provisions for 

contingencies) — — 
Provisions pour charges à répartir sur 

plusieurs exercices (Provisions for 

expenses to be spread over several 

years) — — 


DETTES A LONG ET MOYEN TERMES 
(LONG-TERM AND MEDIUM-TERM 
DEBTS) 


Obligations et bons à plus d'un an 
(Bonds and notes) Gast 2 


Autres dettes à plus d'un an (Other 
long-term debts) — — 
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DETTES A COURT TERME (CURRENT 

LIABILITIES) 
Fournisseurs (Accounts payable) — — 
Clients ~ Avances et acomptes reçus 

(Customers’ advances) — — 
Comptes courants d'associés (Accounts 

payable to associates) 
Versements restant à effectuer sur titres 

de participation non libérés 

(Investments — not yet paid) — — 
Autres créanciers (Other accounts 

payable) — — 
Comptes de régularisation — Passif 

(Accrued expenses and deferred credits) — — 
Obligations et bons à moins d'un an 

(Bonds due within one year) — — 
Autres emprunts à moins d'un an 

(Other loans due within one year) — — 
Effets à payer (Notes payable) — — 


RESULTATS (NET EARNINGS) ? 
Bénéfice de l'exercice (Net earnings for 
the year) — — 


Tota! du passif (Total liabilities) — — 


Montant des engagements donnes —— 
(Amount of commitments given) — 


Figure 3 
COMPTE D'EXPLOITATION ET DE PERTES ET PROFITS 
(Operating and Profit and Loss Account) 


I COMPTE D'EXPLOITATION GENERALE 
(I Trading Account) 
Debit ` 

Stock au debut de l'exercice (Opening Stock) — 
Achats de matières et marchandises (Purchases of raw 

materials and goods) — 
Frais de personnel (Salaries, wages, social and fiscal 

charges on salaries) — 
Impôts et taxes (Taxes (including VAT)) — 
Travaux, fournitures et serves exterieurs (Supplies and 

services) — 
Transports et deplacements (Transport and travel) — 
Frais divers de gestion (Administrative expenses) — 
Frais financiers (Bank charges and interest) — 
Dotation de l'exercice aux amortissements 

(Depreciation for the year) — 
Dotation de l'exercice aux provisions (Provisions for the 

year) — 


BÉNÉFICE D'EXPLOITATION (TRADING PROFITS) — 


Credit 

Stock en fin d'exercice (Closing stock) — 
Ventes de marchandises et produits finis (Sales of 

products and goods (including VAT)) 
Subventions d'exploitation reçues (Subsidies) 
Ventes de dechets et d'emballages recuperables 

(Sales of scrap, etc.) — 
Ristournes, rabais et remises obtenus (Discounts and 

allowances) — 
Produits financiers (Interest, etc.) — 
Travaux faits par l'enterprise pour elle-même 

(Self-constructed assets) : — 
PERTE D'EXPLOITATION (TRADING LOSSES) — 


ACCOUNTANT > S 787 


ll COMPTE DE PERTES ET PROFITS 
(II Profit and Loss Account) 
S Debit 
Perte d'exploitation de l'exercice {Year's operating losses) — 
Pertes sur exercices antérieurs (Losses in prior years) — 
Pertes exceptionnelles (Exceptional losses) 
— moints-value résultant de la cession d'éléments 
‘de l'actif’ immobilisé (—loss on disposal of 
fixed assets) — 
— autres pertes exceptionnelles (— other exceptional 
losses) — 
Dotation de l'exercice aux comptes de provisions hors 
exploitation ou exceptionnelles {Year's allocation to 
reserves and exceptional provisions) — 
Impôt sur les bénéfices (Tax on profits) — 
BÉNÉFICE NET (NET EARNINGS FOR THE YEAR) — 


Credit 

Bénéfice d'exploitation de l'exercice (Year's operating 

profit) — 
Profits sur exercices antérieurs (Profits in prior years) — 
Profits exceptionnels {Exceptional profits) 

— plus-values réalisées a l'occasion de la cession 

d'éléments de l'actif immobilisé (— gains on 
disposal of fixed assets) — 

— autres profits exceptionnels (— other exceptional profits) — 

PERTE NETTE (LOSS FOR THE YEAR) — 


meeen 
H 


Government efforts to rationalize the accountancy 
profession included the establishment of L’Ordre des 
Experts Comptables et des Comptables Agréés under an 
ordinance dated September 19th, 1945. In effect, a two-tier 
profession existed until the recruitment of comptables agréés 
was halted by article 6 of the law of October 31st, 1968. 
The intention is to abolish the designation comptable agréé 
and transitional arrangements ending in February 1975 
provide for comptables agréés with ten years’ experience in 
the profession to be retitled experts comptables under 
certain conditions. Both categories of accountant are 
defined by the law of October 31st, 1968, as follows: 


‘Expert comptable: one who regularly carries out the 
professional work of auditing and of forming an opinion 
on the accounting of businesses and other entities to which 
he is not bound by a contract of employment. He is also 
qualified to express an opinion on the truth and fairness of 
balance sheets and profit and loss accounts . . . an expert 
comptable can also organize the accounting procedures and 
analyse, by the use of accounting techniques, the states of 
affairs and operations of businesses under their economic, 
legal and financial heads.’ 


‘Comptable agréé: a professional man who regularly keeps, 
centralizes, opens, closes and supervises accounting and 
accounts of every kind and in the course of such work rectifies 
the accounting of businesses and other entities to which he is 
not bound by a contract of employment . . . the comptable 
agréé is qualified to express an opinion on the truth and fair- 
ness of balance sheets and profit and loss accounts of businesses 
whose accounts he draws up.’ 


Thus, the comptable agréé was seen as a technician and the 
expert comptable as the full-blooded professional. 
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Figure 4 
MEMBERSHIP OF L’ORDRE AT DECEMBER 31st, 1972 





Experts comptables 3,455 
Comptables agréés 5,883 
Total 9,338 
Accountancy firms 590 
Student experts comptables 2,746 





Every SA (Société anonyme — public corporation), 
and any SARL (société d responsabilité limitée — private 
limited company) with a share capital in excess of 
Frs. 300,000, must appoint at least one statutory auditor 
(commissaire aux comptes) at its annual meeting for a 
term of six years, which is renewable. It is important to 
appreciate that the French auditing profession is considered 
as being quite distinct from the accountancy profession as 
represented by L’Ordre. In fact only 3,500 of the 6,400 
commussaires aux comptes are also experts comptables and the 
rest of the members have been admitted on the grounds of 
appropriate knowledge and experience. 

Fortunately, it is unlikely that this state of affairs will 
continue much longer. The French Companies Act of 1966 
created statutory auditing as a new profession in France 
and a national Institute — La Compagnie Nationale des 
Commissaires aux Comptes — was established by decree in 
1969. To show that it means business, the Compagnie 
has appointed a chartered accountant, Mr David Adamson, 
C.A., as its technical director. Mr Adamson has been 
organizing pilot audits and courses for commissaires and 
has also been quite successful in his attempts to get them to 
form larger firms. Furthermore, the Commission des 
Opérations de Bourse states its intention to work for the 
limitation of the auditors of quoted companies to experts 
comptables. 


Individual technique 


In the past, the typical French audit has tended to be a 
rather protracted affair, with the highly individualistic 
commissaire relying very much on his own skill and in- 
tuition. Indeed a complete UK-style audit is hardly 
encouraged by clients, who regard the commissaire as a 
necessary evil imposed on them from above. As far as the 
commissaire is concerned he is not paid to do any more 
since his fees are limited by an outdated fee scale. In keep- 
ing with legal requirements, the commissaire aux comptes 
is much more of a tax expert than an auditor, and in cases 
where a partner from an international accounting firm is 
appointed as joint auditor, it is common practice for him 
to carry out the audit work leaving the tax computations to 
the commissaire. S 

The typical commissaire sees his mission as ensuring 
compliance with tax anu company law, but the difference 
between his role and that of a UK auditor should be 
appreciated. In a way, the commissaire is an official of the 
State, and he is obliged to report any frauds he discovers to 
the public prosecutor; a few commissaires are in fact enjoy- 
ing the hospitality of the Republic for failing in this regard! 
It is fair to say, however, that the French auditing profes- 
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sion is well aware of its own deficiencies; no one can dispute 
the fact that vigorous efforts are being made to improve 
the situation as quickly as possible, in the hope that one 
day the French auditor will enjoy the status and com- 


` petence of the chartered accountant. 


Since 1970, the commissaire has been required to certify 
the ‘sincerity’ and ‘regularity’ of the profit and loss account 
and balance sheet. The standard form of audit report 
recommended by L‘Ordre is very good, and talks of an 
examination ‘made in accordance with generally accepted 
auditing standards’ and an opinion based ‘on generally 
accepted accounting principles’. Those who know the 
French situation, however, are not impressed — although the ` 
London Stock Exchange appears to be changing its views, 
if the cases of the last two French companies, CFP (Total) 
and Compagnie Saint-Gobain Pont-a~Mousson, are any- 
thing to go by. 

The expert comptable has never enjoyed a high status in 
France and for social reasons some chartered accountants 
have found it expedient to translate their qualification to 
other, more impressive, titles. H 

There may be many reasons for this sad state of affairs 
but income is not one of them; experts comptables are 
reported to be amongst the highest paid people in France. 
The answer is thought to lie partly in the academic re- 
quirements for entry to the profession. The prospective 
expert comptable is only obliged to hold the school-leaving 
certificate. In order to become a member of L’Ordre, a 
candidate must be of French nationality, good character and 
the holder of a diploma in accounting studies. 


Professional training 


The diploma is obtained by examination and com- 
pletion of three years’ professional training. Although a 
minimum entry age of 25 is specified, few qualify before the 
age of 30. The fact that L’Ordre now threatens to disallow 
candidates to train for more than one year with an inter- 
national accounting firm is one indication of the unsatis- 
factory relations which have arisen between the local 
profession and the international firms. 

The majority of French companies are small family 
concerns intent on keeping their affairs secret. Accordingly 
the capital market has never enjoyed the status of London, 
although the French Government makes no secret of the 
fact that it would like Paris to rival the City. 

It was in this climate that the Commission des Opérations 
de Bourse (COB) was established in 1968. The COB, which 
is likened to the Securities and Exchange Commission in 
the United States has been taking an active interest in the 
annual accounts of quoted companies and those seeking a 
quote on the Bourse. Although its recommendations are 
not binding, the COB can require explanations from 
commissaires aux comptes on any aspect of a company’s 
annual accounts. 

Not surprisingly, therefore, French accountants are a 
little bewildered by the events of the last seven years. 
Perhaps my own experience is an indication of just how 
determined they are to make up for lost ground; almost all 
the accountants whom I met in Paris told me that they 
were going to the recent. UEC congress in Madrid [The 
Accountant, October rith and 18th]. For the French 
profession, it is truly a case of now or never. 
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Disposable Cash Flow 
as a Basis for Valuation 


Ee ee of a fair price when a business is 
being sold presents many problems. It may be difficult 
to convince the buyer and seller that a particular price 
is right when different valuation techniques can produce 
differing results. 

One valuation approach is based upon the cash flows 
arising in the future, which are analysed in terms of those 
that must be re-invested to maintain the earning power 
of the business and those which are free for distribution. 
This is an approach which is illustrated in Professor 
Pearson Hunt’s monograph Financial Analysis in Capital 
Rudgeting which first appeared in 1964. 

An up-to-date European view of this approach to 
valuation problems is given in the INSEAD Research 
Paper No. 102. This contains a study in depth by Messrs 
Behrouz J. P. Chahid-Nourai, Philippe de Bussy and 
Eric Duheim entitled La Méthode du ‘Sinking Fund’: 
Evaluation des Enterprises à Patir du Cash Flow Dis- 
ponible. 

The sinking fund method is, in a sense, the economic 
development of the reasoning of a buyer rather than that 
of a seller. This is logical since it is what a purchaser or 
purchasers are prepared to offer which finally determines 
value. The buyer will look at the business from the point 
of view of an entrepreneur rather than that of a straight- 
forward investor and will take account of the various un- 
certainties, difficulties, and delays in arriving at his 
valuation. 


The buyer's criteria 


The purchaser will focus his attention upon three major 
areas: 
The future results expected; 
The assets owned by the business; and 
The investments required to attain the level of profits pro- 
jected by alternative hypotheses. 


The future results expected can be expressed in terms of 
a series of disposable cash flows rather than in terms cf 
net profit. The relationship between accounting profits and 
disposable cash flows is shown in the table below. The cash 


flows computed in accounting terms are modified for the 
investment requirements of the business to arrive at the 
disposable cash flows and these are then divided into the 
funds required for the financial amortization of the business 
and what is left for distribution. 

The assets owned by the business must be distinguished 
between those whose value used up in their business use, 
e.g. plant and machinery, and those whose value is deter- 
mined by outside influences, e.g. land. 

The purchaser uses the above three elements and applies 
to them a valuation basis which is linked to some rate of 
return which he has fixed in advance to arrive at the 
present value. He will also take into account any improve- 
ment in the operating results that he can bring about if 
the acquisition takes place. 

Such value judgements of the purchaser do not prohibit 
the use of the same techniques by the independent financial 
analyst. The analyst can assume an average optimization 
of the operating activities of the business and an average 
rate of return in the evaluation process. 


Advantages of present value method 


The authors put forward the following advantages of the 
method they advocate: 
It is possible to value a business where no stock exchange 
quotation is available; 
One can evaluate production processes, patents, know-how, 
etc., where there is no operating experience to fall back on; 
One can arrive at a valuation where non-tangible assets 
form a major part of the assets used; and 
It is possible to measure the sensitivity of the value to changes 
in the enterprise. 


There are difficulties, of course, in collecting the in- 
formation required for the decision. This information is 
often different from that normally provided by quoted 
companies, e.g. disposable cash flows, value of assets used, 
and to distinguish those assets that must be replaced. ‘These 
difficulties usually prohibit the use of the method for 
valuation of share purchases on the stock exchange and 
confine it to cases where control is being acquired. 


ACCOUNTING AND FINANCIAL CASH FLOWS 





Starting data 


Adjustments 


Basis for evaluation 





Pr ncipal 
determinants 


Accounting rules 
Fiscal constraints 


Accounting 
depreciation 
+ 
Net profit 


Accounting 


Components cash flows 





Economic, parameters 
Financial constraints 


Time scale for replacement 
Rate of return on re-investment 


Financial 
amortization 
Financial 
net return 


Net requirement 
for investment 


Disposable 
cash flows 
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Accounting Deficiencies 
of Photo-Me 


HOTO-ME INTERNATIONAL’s 

business is instant photography, the 
main activities being ‘the manufacture, 
operation and sale of coin-operated 
Automatic Photographic Studios through- 
out the world’. But there is little instan- 
taneous about the company’s reporting, 
the accounts for the year to last 
April not being in shareholders’ hands 
until November zoth, which is three 
weeks into the second half of the current 
financial year. And even then the ac- 
counts are subject to an estimate of an 
overseas subsidiary’s loss and a quali- 
fication of the auditors’ report. 

The accounts, it will be seen from the 
auditors’ report, incorporate an esti- 
mated trading loss of £108,907 for this 
unnamed overseas subsidiary. Share- 
holders are left to guess where the loss 
occurred since neither the directors’ 
report nor the chairman’s statement 
specifically refers to the figure nor to the 
auditors’ comment nor to the fact that 
six months after the end of the financial 
year the overseas auditors concerned still 
had not completed their audit. 

Not that the directors are unversed in 
the ways of accountants and auditors. 
Photo-Me’s chairman is Mr E, F. Weston, 
F.C.A., and the managing director Mr J. 
Currie, GA. Another director is Mr 
R. D. Pearcy, F.c.a., and the secretary is 
Mr T. M. Chute, A.C.A. 

It will be noted that Allen, Baldry, 
Holman & Best are not the auditors of the 
overseas subsidiaries and they are effec- 
tively minority auditors since the bulk 
of the operations of the group are out- 
side the UK. 

Turnover and profits of the past three 
years are stated in the directors’ report 
as follows: 




















Turnover 1973 7972 1971 
£000 £000 £000 
U.K. 2,068 1,749 1,220 
Overseas — 
Within Europe 4,055 3,216 2,763 
Outside Europe 861 718 626 
£6,984 £5,683 £4,609 
Profit 
U.K. 269 244 101 
Overseas — 


333 291 351 
(142) (123) (16) 


£412 £436 


Within Europe 
Outside Europe 











£460 














In the year under review the group 
only employed an average of 150 people 
in the UK, the aggregate remuneration 
being £243,150. Against 205,757 of the 
company’s shares held ‘in the board- 
room’, where the biggest shareholder is 
the chairman with 112,200 shares, there 
are substantial overseas shareholdings in 
the form of Swiss Bank Corporation 
(London Office Nominees) 730,612, 
Cofipar S.A. Switzerland 615,403, and 
Midland Bank (Overseas) Nominees 
211,642. 


Explanation 


In his statement Mr Weston attempts to 
explain the circumstances that whereas 
in three years turnover has risen from 
£4 million to £8 million, profits pre-tax 
have virtually remained stationary at 
£460,000 against £439,000, and profit 
after tax has fallen by more than 50 per 
cent from £157,700 to £78,400. He 
admits that ‘some more detailed exami- 
nation and interpretation of the accounts 
is necessary to enable members to see 
just what is the position and where we 
are going.’ 

Mr Weston recalls that in the past two 
years he has reported ‘a number of areas 
of difficulty overseas’, and says that 
taking out the loss-making overseas com- 
panies and restricting the figures to 
home companies and profitable overseas 
operations the figures would be: profit 
£673,000, tax £318,000, minority in- 
terests £88,000 and adjusted group profit 
£267,000. ‘At this point’, he states, ‘the 
figures are acceptable, and the tax 
charge is more normal even though it 
includes provision of £85,000 for tax 
equalization’. 

But when the figures for overseas loss 
companies are taken into account the 
figures come out like this: 


Profit 
UK and profitable 
overseas ventures 673,000 
Overseas loss 
companies (213,000) 
Final figures 460,000 


Mr Weston has to admit that nearly two 
years ago it was expected that most of 
the ‘overseas pockets of difficulty’ would 
be cleared up in the 1972~73 financial 
year. But that has not been so. The two 
wholly-owned American subsidiaries are 
responsible for three-quarters of the 
overseas losses and an indication that the 
situation has not improved this year is 
the chairman’s statement that ‘it 4s 
most unfortunate that new marketing 
arrangements which started in the United 
States on April rst, 1973, broke down 
a few months later owing to the non- 
performance of the other contracting 
parties’. 

But the American market is considered 
to have ‘enormous potential’ and only a 
few years back it was responsible for 
over half the group order book and was 
turning in a good trading profit. Share- 
holders are assured that the directors ‘are 
applying themselves very vigorously to 
this problem area’. 


Further growth 


In other areas further growth in turn- 
over in the home manufacturing division 
and in the operating companies in 
France, Germany, Japan and South 
Africa is expected, although improvement 
in profitability will turn largely on 
overseas operations. In the UK the 
impact of VAT is being absorbed and 
‘improving turnover will not necessarily 
give rise to additional profit’. 
Photo-Me’s report and accounts fall 
far short of present-day standards. Apart 
from information in the chairman’s 
statement, extra-statutory information is 
confined to a ten-year graph of group 
profit before tax and minority interests 
superimposed upon a précis of the 
1972-73 and 1971~72 profit and loss 


accounts. 








Minority Group 
Taxation Interest Profit 
£ 
318,000 88,000 267,000 
7,000 (31,000) (189,000) 
325,000 57,000 78,000 
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Concentric Clarity 


ENERAL layout of the report and 

accounts of the Concentric company 
has been revised this year and the 
revision is a decided improvement making 
for better clarity of reading. The Con- 
centric report is, in golfing parlance, ‘par 
for the course’ — always remembering 
that ‘par’ gets tougher every year. It 
provides the required information clearly 
and without any great fuss or bother — 
palaver used to be the word. 

And it gives this column the oppor- 
tunity — seeing that the season of good- 
will is at hand — to acknowledge not 
necessarily the high standard of some of 
the company reports and accounts that 
pass through this column’s hands, but 


the high standard of the vast majority - 


of them. Just as divorces make news 
and happy marriages do not, the failings 
of companies in their reporting or in 
their operations make the news and the 
year-in-year-out efforts of companies 
like Concentric and many, many others 
go unsung because there is little to 
sing about, 

But there is a point in the Concentric 
report which indicates that not all 
companies wait to be nudged into ade- 
quate reporting. While there are some 
reports, even now, that do not supply a 
‘source and application of funds’ table, 
the Concentric chairman’s statement 
says: “We have continued our practice 
of showing such a table . . . and indeed 
have been giving this matter a great 
deal cf attention’. The matter is, of 
course, the source and application of 
funds as such and not merely the tabular 
presentation of them. 

The chairman’s statement also makes 
the point that with inflation running at 
its present. rate and the consequential 
increase in the cost of financing working 
- capital, new projects have to be examined 
with great care to ensure that capital 
expenditure is incurred only where the 
anticipated return shows it to be fully 
justified. 


Edgar Allen Shows the Way 


EE in annual company 
reports do not differ as materially as 
they used to do. But standards in interim 
reports differ tremendously. These reports 
range from next to nothing to ‘de luxe’ 
offerings. 

At the luxury end of the scale is the 
interim report from Edgar Allen & Co, 
the engineers and toolmakers: it is an 
annual report in miniature. The first 
page, even, is a contents index to the 11- 
page report, and the contents are: 
company detail (directors, bankers, ad- 
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visers), financial calendar, group profit 
and loss account, group balance sheet, 
notes to the accounts, group cash flow, 
two pages of interim report of the direc- 
tors and two pages of principal companies 
and products. 

The figures are unaudited but an 
auditors’ report is just about the only 
missing item. There is even a six-months 
breakdown of group turnover and profits 
in the directors’ report in terms of activity 
by engineering, steel foundry and forging 
and overseas, and reconciliation of profits 
with the pre-tax figure in the profit and 
loss account. Comparisons are provided 
with the 1972 half-year and the 1972-73 
full year. 

Edgar Allen’s interim report is a first- 
class piece of reporting. The profession, 
incidentally, is well represented through 
Mr F. A. Ross, F.c.a., the chairman, and 
Mr J. K. Warburton, A.C.A., A.T.L1., the 
secretary. 


MEPC Finance 


NTEREST rates as high as multi- 

storey office blocks pose property 
development finance problems. Sir Henry 
Johnson, chairman of MEPC, in a masterly 
understatement, records in his review 
with MEPC’s 1972-73 accounts that 
‘in the opinion of your board, market 
conditions have been inappropriate 
for raising long-term fixed interest 
finance in the United Kingdom during 
1973’. 

The board is also aware that there is a 
choice of providing future finance at a 
cost which exceeds the immediate yield 
from the development programme or 
obtaining a lower interest cost at the 
expense of a surrender of some equity 
participation. Sir Henry comments that 
‘in a property company with a very large 
development programme the latter policy 
in some form is now inevitable’. 

The consolation, if consolation it is, 
is that high interest rates and inflation 
march in step. 

Apart from statutory restraint such 
as a rent freeze, ‘one must’, Sir Henry 
considers, ‘have confidence in the con- 
tinuing growth in income from good, 
well-sited property, together with a 
steady improvement in asset values. Thus 
we expect to maintain the excellent 
record of MEPC through the years’. 

MEPC’s valuation policy is that ap- 
proximately one-third of the group’s 
investment properties is valued every 
three years so that there is a running 
revaluation. In the past year a third of 
the group’s investment properties in 
the UK and all the Canadian investments 
were revalued at £207 million against a 
book value of £104 million. 
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Management Matters 
at Joseph Lucas 


OMMENT on shop-floor participa- 

tion in day-to-day decision making 
comes from Sir Kenneth Corley, chair- 
man and chief executive of Joseph 
Lucas (Industries). Saying that the 
subject now has political overtones and is 
expected to be the matter of some form 
of legislation, Sir Kenneth comments 
that: ‘at the outset it is well to define 
what is meant by the term “management” 
and to make it clear that there is a variety 
of levels of management according to 
the type of business with which it is 
involved. 

‘In the Lucas organization educational 
facilities have long provided for work- 
people to train as junior managers, who 
in turn are given opportunities to train 
for promotion. The same principles 
apply to those involved in design, 
development, sales, engineering and ad- 
ministrative functions.’ 

Within the organization the majority 
of employees belong to Company Pension 
Funds, a ‘proper proportion of whose 
investments are in Lucas shares’. Almost 
20,000 of these employees, with more 
than eight years’ service with the com- 
pany, are also members of the Lucas 
Employees’ Share Bank whose main 
investments are in Lucas shares, in- 
cluding redeemable preference shares. 


Taxation Theme of 
Landowners’ Conference 


APITAL taxation, aggravated by 

rocketing land values, has been 
described as ‘the most vicious threat 
the farmer owner-occupier has ever 
known’. This formed the main theme 
of the recent one-day conference of 
the Country Landowners’ Association 
(Southern Region) at Tunbridge Wells. 

Because of inflation, the small farmer 
is now expected, when he dies or disposes 
of his farm, to find vast sums in cash to 
meet the demands of either capital gains 
tax or estate duties. The impact of the 
latter on a 300-acre farm has been put 
as high as £78,000 ~ possibly more if 
the land and stock are in the farmer’s 
name. 

At the conference, experts on capital 
taxation explored the possibilities open 
to the landowner: partnerships, a com- 
pany, a trust, insurance mortgages, 
one of the new equity schemes — with 
the assistance of Mr F. Clive de Paula, 
C.B.E., T.D., F.C.A., F.C.M.A., J.DIP.M.A., 
managing director of the Agricultural 
Mortgage Corporation — or whether the 
tax liability might be reduced by making 
a gift of the land. 
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ELL into a three-week account 
covering the Christmas holiday, 
the stock-market ought traditionally 
to be ticking over so far as business is 
concerned and going through the 
seasonal charade of choosing shares 


for the New Year. 

The worry about the New Year this 
time is that it is inevitable. During it, 
and particularly during the first quarter. 
there is going to be a whole new poli- 
tical and economic game for financial 
markets the world over to play. Not 
only the Arab oil countries will be using 
economic force as a political power. 
There is likely to be a concerted effort 
by British trade unions to use their 
economic strike-force for political 
ends. 

Whether the use of it will have the 
political end that the unions expect is 
another matter. But the use of it will 
make severely worse an economic 
situation already put to the severity of 
testing through depleted oil, and 
thereby power, supplies. 

There can at present be no fore- 
casting of the degree of severity of 
the test, or the degree of severity of 
the economic strike-force, and for 
that reason alone there can be no real 
forecast of the way of stock-markets. 
Prices have fallen sharply and dra- 
matically. Because of the steepness of 
the fall there has been a tentative 
rally, but prices still seem to be feeling 
for the bottom rather than bumping on 
it. 

GOSSIP 


In any club there is gossip, and when 
the club is not doing particularly well 
the gossip increases. The Stock Ex- 
change, for all its change of the past few 
years, is still to a considerable degree 
a club—and the club gossips have 
lately been letting their tongues wag. 
The white men of The Stock Exchange 
most certainly ‘speak with fork tongue’. 
Stockbroking firms which were to 
have been ‘hammered’ over the settle- 
ment of The Stock Exchange account 
before last are still in business and 
entirely solvent. 

A fringe bank said to have been in 
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imminent peril has not followed Lon- 
don and County down the slippery 
slope, and a prominent investment 
services and trust group is still pro- 
viding trustworthy service. 

Yet there are still club members with 
little lists of firms and companies 
reputedly ‘in trouble’. The Stock Ex- 
change is concerned with the problem 
of insider dealings but it is presently 
even more seriously concerned with 


the problem of insider gossip. 


STARTLING 


One of the special factors in some of 
the more outrageous share price falls 
of late is the aftermath of wheeling and 
dealing operations financed on money 
borrowed too dearly. Particularly in 
the property shares sector and in the 
financial trust sector, forced selling 
of substantial lines of shares -has had 
startling effect on share prices. 

The shares, in most cases, have been 
placed, but only at ruthlessly cut prices. 
All the unsound speculative money 
may not yet have been forced out, 
but a great deal of it has. 


December 13th, 1973 


BUDGET 


Governments — democratic govern- 
ments that count on people’s votes 
for their election — do not like playing 
Scrooge. There are admittedly very 
few governments left of this kind, and 
few countries where Scrooge means 
anything. But the economic view that 
the British Government should have 
had an autumn Budget and should 
certainly have had by now a winter 
Budget, ignores the political Scrooge 
theory. 

Whatever the crisis, January rather 
than December is the time for action. 
Certainly there should have been 
fiscal action alongside the November 
13th Bank rate and special deposit 
moves. But ‘No Winter Budget’ was 
the Government's declaration. 

It would not be at all surprising, 


- many in the City consider, that there 


will be another Government declara- 
tion that spring in 1974 will fall early 
in January, and that belated fiscal 
measures and re-introduction of direct 
money and credit control will then be 
introduced. 


Rates and Prices 


Closing prices, Monday, December 10th, 1973 


Bank of England Minimum Lending Rate 


Apríl 19,1973.. 82% July20,1973 .. 9% 
May11,1973... 8% July27,1973 .. 113% 
May18,1973 .. 73% Oct.19,1973 .. 114% 
June 22,1973... 74% Nov.13,1973.. 13 % 


Finance House Base Rate 
December 1st, 1973. 14% 


FT’ Industrial Ordinary Index 
December 10th, 1973. 335-4 


Treasury Bills 


Money Rates 


Daytoday.. 7 — 8 % BankBills 

7 days 7-9% 2months 133-14 % 

Fine Trade Bills 3months 133-133% 
1month .. 143-133% 4months 134-1334% 
2months .. 154—1454% 6months 143-15 % 
3months .. 133-144% 


Three. Months’ Rates 


Local authority deposits 
Local authority bonds 
Sterling deposit certificates .. 
Euro-ster'ing deposits 
Euro-dollar deposits .. 


154—151% 
16 —15 % 
157-158% 
155-164% 
108-114% 


Foreign Exchanges . 


Oct.5 .. £10-8888% Nov.9 .. £10-7124% New York.. 2-1340 Frankfurt .. 6-1300 
Oct.12 .. £10:8227% Nov.16.. £12-4126% Montreal .. 2-3142 Milan : 1412-00 
Oct.19 .. £10:7112% Nov.23.. £12-4777% Amsterdam 6-5175 Oslo 13-0875 
Oct.26 .. £10-6696% Nov.30.. £12-4526% Brussels .. 93-1250 Paris 10-5400 
Nov.2 .. £10:6017% Dec.7 .. £12-4876% Copenhagen 14:4200 Zürich 7:3975 
ae Gilt-edged 
Consols 4% .. sie sé 2328 Treasury 9% 1994 .. .. 744 
Consols 23%.. rE es ae te 193 Treasury 83% 84-86 .. 753xd 
Conversion 34% .. Ss Ss ii 284 Treasury 84% 87-90 .. 70% 
Conversion 54% 1974 .. S .. 96% Treasury 64% 1976 .. B64 
Funding 33% 99-04 5 SS .. 343 Treasury 33% 77-80 .. 652 
Funding 53% 78-80 Ké Cé A 702 Treasury 32% 79-81 .. 642 
Funding 53% 82-84 ; 6738 Treasury 5% 86-89 .. 523 
Funding 54% 87-91 A 563 Treasury 53% 08-12 .. 463 
Funding 6% 1993 .. 562 Treasury 23% S z4 i ». 204 
Funding 63% 85-87 644 Victory 4% .. ai e on .. 95 
Savings 3% 65-75 .. 88-3 War Loan 34% oe .. 273 
Retail Price Index (Jan. 1962—100) 

Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 147-0 147-8 149-0 152-2 153-2 1543 155-2 155-3 155-5 156-4 157-3 158-1 
1972 159-0 159-8 160-3 161-8 162-6 163-7 164-2 165-5 166-4 168-7 169-3 170-2 
1973 171-3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181-8 185-4 
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Joes your client : need 
a commercial loan? 


If he does it will be worth your while finding 
out about our commercial loan service. 
As independent financial consultants it is our busi- 
ness to know exactly what is going on in the financial 
market place and how to get the best out of it. 


For our clients. For your clients. 
We have the facilities, the experience and the contacts for 


finding money for commercial or industrial schemes and 
arranging the best possible terms. 

_ Post this coupon today or telephone Derek Williams, our 
Commercial Consultant, and he will be pleased to go more fully 


into our service. 
Independent advice that puts wealth to work 


TEENE MRA TSA Em A NT) OS mmm NN] CRN GR LY OCH E mmm ERC CH mmm EH PR me? 


Antony Gibbs (Mortgage Services) Ltd 


7 Hanover Square, London WA 4BG. Tel: or-409 2121. A member of the 


Antony Gibbs Merchant Banking Group, founded in 1808. 
A/12/13/380 


Name, 


Company — 
Business Address 


Telephone 
Not applicable to Eire 
Registered office: 7 Hanover Square, 

London WiA 4BG. 
Registration No. 1023377 
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ACCOUNTANTS’ 
DIARIES [974 


INDISPENSABLE FOR ONE > HUNDRED YEARS 


DESK DIARY AND YEAR BOOK 

Three days on each page with all information. Bound in blue binding case lettered in white foil. 113 in. x 74 in. 
£1°65 including VAT (15p) and postage. 

POCKET DIARY 

Three days on a page with all information. Bound in blue binding case lettered in gold. 54 in. x 3} in. £143 including 
VAT (13p) and postage. 


POCKET DIARY . 

Three days on a page with information section separate and inserted loosely in pocket at back of diary. Bound in 
blue binding case lettered in gold. £1°65 including VAT (15p) and postage. 

THE INFORMATION SECTION CANNOT BE SOLD SEPARATELY FROM THE DIARY. 


DE LUXE POCKET REFILLS 
Three days on a page with all information. 53 in, X 3} in. £1:27 including VAT (12p) and postage. 





DE LUXE WALLETS FOR REFILLS 

(NEW AND IMPROVED STOCK) 

In good quality Black Morocco leather, silk lined, lettered in gold in front. Two pockets, front and back, form 
wallets which also hold diary refill in position together with elastic in centre. Fitted with leather strap and button 
fastener at side £1°76 including VAT (46p) and postage. 











Order Form 


Gee & Co (Publishers) Limited, The City Library, 151 Strand, London WC2R 1JJ Telephone 01-836 0832 
Please Supply (Insert the number of each item required.) 

















Desk Diary and Pocket Diary Pocket Diary De Luxe De Luxe 
Year Book with separate information Refills Wallets 
CEA KC NEG E A KC CN een ®@ £165 | cc. @ E127 | rece @ £1°76 

SOLD OUT 






RE l Remittance enclosed £ 


PLEASE NOTE DIARY MAIL ORDER TERMS: : 
CASH WITH ORDER. Approved Accounts - Strictly monthly from date of invoice. 
*DIARIES CANNOT BE RESERVED UNLESS THESE TERMS ARE COMPLIED WITH. 
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Inflation Accounting 


Alternatives and Implications 


ECOGNITION of inflation in the 

puklished accounts of companies 
had been practised, prior to publication 
of ED8, by no more than a tiny minority, 
Mr C. A. Westwick, B.sc.(ECON.), F.C.A., 
pointed out last week. Out of 300 major 
companies in the English Institute’s 
Survey of Published Accounts, 1971-72, 
only 121 had revalued properties, and 
no more than 32 their other fixed assets, 
at any time within the previous five years. 
There were 94 cases involving properties, 
and 218 involving other assets, where no 
material part of fixed assets had been 
shown at a valuation. 

Mr Westwick was delivering the first 
paper at last week’s one-day conference, 
sponsored jointly by the Institute and 
the Financial Times, on ‘Inflation Ac- 
counting — Alternatives and Implica- 
tions’. The conference chairman was 


Sir Ronald Leach, C.B.E., F.C.A. 
He outlined the main features of 





Mr CA, Westwick outlined the effects of ED8 


ASSC thought on the subject, as ex- 
pressed in the exposure draft ED8 
(The Accountant, January 18th). ED8 — 
now to be used as the basis of a pro- 
visional standard of practice, pending 
the establishment and findings of the 
Sandilands Committee ~ applied to 
quoted companies only; it called for the 
expression of the company’s position and 
results in terms of Ze of current pur- 
chasing power at the end of the year 
under review, by use of a single general 
index. Corresponding figures in all 


supplementary statements except the 
first should be restated in terms of up- 
dated CPP Ze, and the auditors would be 
required to report on the supplementary 
statement. 

Outlining the main effects of applica- 
tion of ED8, he demonstrated that the 
application of CPP rules to a sample of 
120 companies showed a decline of over 
io per cent in the real earnings of 82 
of them + more than two-thirds of the 
sample. Changes in profit alone were not, 
however, directly related to the consumer 
price index, and specific examples drawn 
from companies which had published 
CPP-adjusted figures showed variations 
in adjusted profits (after allowing for tax 
and minority interests) ranging from a 
44 per cent decline to a 24 per cent 
improvement! 

He produced the supplementary CPP 
statement from the published accounts 
of Bernard Wardle & Co Ltd, the first 
company to adopt the principles of ED8 
(The Accountant, April 5th), and outlined 
the accounting steps involved in pre- 
paring a supplementary CPP statement 
and in preparing accounts based on 
replacement cost. Finally, he quoted from 
the findings of the Mechanical Engineer- 
ing Economic Development Corporation 
in September 1973 that, for all users of 
company accounts, ‘the importance of 
allowing for the effects of inflation hardly 
needs underlining’. 


Case for replacement cost 


Presenting the case for using replace- 
ment cost accounting, Mr R. S. Allen, 
M.A., a stockbroker and Council member 
of the Society of Investment Analysts, 
introduced himself as ‘a user of accounts 
at wholesale level’. He and his colleagues 
in the analytical community had cause 
to look at a much wider selection of 
accounts than did the average accountant. 

He was ‘entirely in favour’ of re- 
flecting the effects of inflation by some 
means in the published accounts; the 
need for some such adjustment had been 
growing progressively clearer over the 
last 20 years, and one could hardly say 
that the accountancy profession had been 
precipitate in its approach to the problem! 
But, having grasped this particular nettle, 
he thought that the better course was to 
go ‘straight to reality’ in two separate 
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ways — first, by having accounts that 
represented the best approximation to 
the truth at the time of their publication, 
and secondly by using those accounts 
as the basic record of the company’s 
affairs. 

Replacement cost accounting showed 
the value of assets, whereas CPP showed 
the value of money. It was assets which 
formed the basis of the balance sheet, 
and the income produced by those assets 
which formed the basis of the profit 
and loss account. 

Paragraph 18 of ED8 he attacked as ‘a 
pretty bland statement’; it was scarcely 
reliable to argue that ‘Holders of non- 
monetary assets are assumed neither to 
gain nor to lose purchasing power by 
reason only of inflation, as changes in the 





Mr R. S. Allen argued the case for 
replacement cost accounting 


prices of these assets will tend to com- 
pensate for any changes in the purchasing 
power of the pound’ when the assets to 
be found in a balance sheet might range 
from 200-year-old properties to computer 
equipment. Further, a company which 
produced historical cost accounts to 
satisfy the Companies Act, a CPP state- 
ment to satisfy ED8 and a set of manage- 
ment ratios based on replacement cost 
was getting dangerously near to the 
standards of those legendary Continental 
companies which kept three sets of 
books for different purposes! 

He likened CPP rules to a form of 
accounting Esperanto — a theoretical 
ideal which might be feasible if a large 
enough proportion of the world could be 
persuaded to make the effort. In practice, 
some such lingua franca as Latin, French 
or English was used as a common 
medium of communication, and he fore- 
saw replacement cost accounting begin- 
ning to assume this role in accounting 
terms. 

After the luncheon interval, Mr R. G. 
Wilson, F.c.A., financial director of 
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British Engines Ltd, spoke of his ex- 
perience in ‘field testing’ the principles 
of ED8 in 1971-72, prior to publication 
of the exposure draft. He had been in- 
fluenced to volunteer for this role, he 
said, by one of the questions posed at the 
English Institute’s 1971 Cambridge sum- 
mer conference ~ ‘Would you accept 
that accountants have a duty to report 
the truth, irrespective of the action which 
might be taken by those to whom they 
are reporting and of any consequences 
which might ensue?’ 


New problems 


He produced a series of tables demon- 
strating each stage of the work, which 
he said had occupied his staff for the 
greater part of a fortnight. Most of this, 
initial exercise had been devoted to 
analysing the company’s assets by years 
back to 1948 as a starting point, and in 
considering and learning the new prob- 
lems which had to be faced. 

He reminded his audience that re- 
placement cost accounting was not to be 
regarded as an alternative to CPP; in 
the words of ED8, ‘Replacement cost 
accounting, and current or fair value 
accounting, are concepts which can and 
do exist separately from the concept of 
general price-level adjusted accounting, 
and they will continue to be discussed 
and developed for the particular purposes 
for which they are intended.’ In his 
experience, fixed assets were rarely, if 
ever, ‘replaced’; new structures and plant 
were in each case the result of a new 
investment decision. The present debate 
within the profession, he said, was in 
danger of confusion ‘between accounting 
for something and producing an economic 
picture’. 

In regard to stock and work in pro- 
gress, his company’s experience in the 
metal market had reminded him that the 
price of various commodities could and 
did fluctuate wildly for reasons other 
than changes in the value of money. 
Under such conditions, he could see no 
value whatsoever in introducing into 
the accounts the ‘replacement cost’ of 
those commodities on the day on which 
the accounts were made up; it would 
have no relevance whatever to the actual 
cost of replacement, or the value of those 
commodities, on the day that the ac- 
counts were published, nor was it pos- 
sible, in a time of fluctuating demand, to 
determine the day on which a decision 
might be taken for the stock to be 
replaced. 

ED8 gave to shareholders, in his view, 
a true and fair representation of the state 
of affairs up to and as at the accounting 
date, together with a statement of the 
general effect of inflation on those facts 


_ Sir Ronald Leach, the conference chairman 
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up to the date of the accounts. The re- 
placement problem could not be ignored, 


‘but in a well-run business it would be. 


catered for by future budget statements 
and cash flow forecasts, which must 
take into account the future inflated cash 
inflows and outflows. 

He concluded, like Mr Westwick, 
with a reference to the 1973 report of 
the Mechanical Engineering EDC. This 
had shown that taxation was taking a 
greater proportion of the industry’s 
real profits than had been realized; that 
retentions and the growth in shareholders’ 
equity were no more than a fraction of 
the figures shown in the historical cost 
accounts; and that companies were 
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‘operating in the dark’ to-the extent that 
they might well be unable to provide for 
replacement of stocks at higher prices 
or to renew their assets. Where companies 
were apparently unaware of the effects of 
inflation on their operations, it must be 
incumbent upon accountants to report the 
truth. 


Netherlands viewpoint 


Mr J. Vos, of NV Philips Gloeilampen- 
fabrieken, gave members the benefit of 
his experience in working with replace- 
ment costs in the Netherlands. The 
concept dated from the 1920s, he said, 
and was based on the central idea that 
historic prices paid for assets in the past 
were relevant to the increase in share- 
holders’ equity, but not to the amount of 
such increase that could be regarded as 
distributable profit. 

Replacement cost accounting was more 
than a technique for presenting the 
results and financial position correctly, 
once a year; it was also "a management 
information system whose logical out- 
come is a set of annual accounts which 
faithfully mirrors the information at the 
disposal of management’. He presented 
the main differences between replace- 
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ment cost accounting and the ED8 
approach as follows: 


(i) Profit is based on the purchasing 
power appropriate to the year 
under review. Changes in the 
purchasing power of equity due to 
this are recorded in the balance 
sheet, but not taken into the profit 
and loss account. 

(ii) There is only one set of annual 
accounts, and it is based on re- 
placement value. 

(iii) Only the specific price level affecting 
the enterprise is vital, the general 
price level being irrelevant; and 

(iv) Advantages and disadvantages of 
the financial structure, apart from 
interest received and paid, do not 
affect the results. 


What the investor sees 


The concluding address, by Mr D. A. 
Hunter Johnston, managing director of 
J. Henry Schroder Wagg & Co, clainied 
that the first principles of the subject 
had been developed by Mr (now Sir) 
Paul Chambers in 1947, when he had 
induced his fellow-directors of ICI to 
establish a reserve for increased replace- 
ment costs. Unfortunately, he had failed 
to persuade his former employers that 
such an exercise ought to be allowed for 
tax purposes, and this was still the 
position today! 

It was surprising that, after 25 years, 
business and the accountancy profession 
should still be in doubt and uncertainty 
as to how it should proceed. He contended, 
as a professional investor, that assets 
should be stated in a balance sheet at 
‘something approximate to a reasonable 
current value’ and deprecated the use of 
notes in the directors’ report to inform 
shareholders. The balance sheet, and not 
the directors’ report, was the place in 
which to state a true and fair view of the 
company’s position on a certain day. 

He saw a need for accounting in- 
formation to be translated into units of 
a constant and common value, unless the 
result was to be a ‘meaningless jumble of 
figures’. CPP principles were not an 
end in themselves, but a step along the 


. road that business was likely to find 


itself treading for some time yet. 

The idea that one set of figures could 
be made to serve for all purposes was a 
will-o’-the-wisp, and he saw no valid 
objection to supplementary statements 
simply because they were supplementary. 

Finally, he declared, the objective of 
business activity was the creation of 
wealth. Adoption of CPP accounting was 
likely to show that some company 
managements had been living in a 
fools’ paradise; they had been dis- 
tributing capital in the guise of dividends, 
and would find themselves poorer at 
the end of the year than at the beginning. 
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Opportunity Costs 


SIR, — I read with considerable interest Professor Amey’s letter 
in your issue of November 15th, concerning the imputation of 
opportunity costs and the effect on choice between alternative 
uses of resources. In particular, I was sufficiently intrigued by 
his elegant mathematical proof to explore the situation further, 
and to come to the conclusion that the value of the model was 
rather less than Professor Amey suggested. 

Adopting the same notation, it was shown that if r,, 7, and Te 
were the gross receipts and TL, Da I, the net receipts respec- 
tively, for each alternative, then the model is incapable of 
solution if 7,>r,>73. It was suggested furthermore that a 
solution could only be obtained when (i) r,;=7r,=73, or 
(ti) ry=7r_gr,. To illustrate the second situation, an example 
was provided in which 7;=7r,>7,. However, the other situation 
implied by (ii), i.e., 7;=72<7g is also incapable of solution. 
This can easily be shown, since it implies that 

max{a, b] =max[a, c] < max[b, c] 

Now, either a >b, or a<b. 

If a >b->a >c, and mole, b] =a 

> max[b, c] Sa 
> max[b, c] <max[a, b] 
which is a contradiction. 

If a < b>b =c, and max[a, b]=c 

> max[b, c] =b 
> max[a, b]=max{[b, c] 
which is again a contradiction. 

We are left therefore with (i) r;=72=7, and (ii) r1=f2> Ta 
and Professor Amey suggests that the problem (of ranking the 
three alternatives in terms of net receipts) can be solved in 
these two cases. Unfortunately, this is not so, since a somewhat 
lengthy but straightforward exercise in deductive logic leads 
us to the following results: 

(i) If r1 =r =r, then either, 

(a) De Das Di: 
Or (b) TI, > TI, =l; 
or (c) IIa > I, =I; 
or (d) I1; > I1: =I; 

Gi) Ifr,=7,>75, then either 

(a) Tl, > Ti. > I, 
or (b) DÉI =I, > IL; 
or (c) T > I > Mg 
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and it is a simple enough matter to verify with numerical data 
that alternatives (a), (b), (c) and (d) in case (i) are all possible. 

Consequently, presented with gross receipts satisfying (i), 
one can only deduce that two of the net receipts have equal value, 
and that the third is not less than this value. One does not, how- 
ever, have any means of knowing whether there is a greatest 
net receipt, nor which of the three it might be. Intuitively, 
since one is given only the information that all three gross 
receipts are equal, one might expect that it would be impossible 
to rank the net receipts. Finally, in case (ii), one can deduce 
no more than that I, is the lowest net receipt, and without 
further information it is impossible to rank TI, and D. Again 
this result might be expected intuitively since identical infor- 
mation is supplied concerning the first two alternatives. 

I have not had an opportunity as yet to investigate the impli- 
cations of the model when the number of alternatives is greater 
than three (when there are only two, the situation is trivial) but 
the results may well be interesting. 


í Yours faithfully, 


(Dr) J. P. DICKINSON, 


Vice-Chairman, 
DEPARTMENT OF ÅCCOUNTING AND FINANCE, 


Lancaster. UNIVERSITY OF LANCASTER. 


Remedy for Inflation 


Sir, — My letter headed ‘Remedy for Inflation’ in your issue of 
November 2nd, 1972, in which I then suggested a return to gold, 


‘recently caused a friend of mine to ask me if I was psychic. 


My belief is that it would give an Englishman confidence to 
know he was paid in readily exchangeable gold, but I cannot 
seriously recommend going on to the gold standard, for the 
following reasons. 

Unlike times when civilization began, gold is now rare and 
wasteful of human labour, though of great curiosity value. Oil 
has become the most sought-after mineral, but obviously 
shows up the impracticability of barter. 

As some of my best friends live in Paris, I must be excused 
from not recommending gold — at least by them. 

Regarding paper, I must emphasize that the value attached 
to the promissory note or bond is the value the drawer wisely 
puts on his own signature. My friends trust me because they 
know I will not give them an JOU for more than I know — 
and this is the important point — I can repay,,and — another 
important point — in the time stipulated by the IOU or bill of 
exchange. 

I would say that, as it were, is an immutable law of the 
Medes and Persians. 

Providing the country’s paper has the backing of its current 
resources — never mind Concorde and the Channel Tunnel - 
its paper money will be honoured. 

We all know from Weimar what happens when the people 
lose faith in the currency. 


Yours faithfully, 


Whetstone, London N20. M. A. SAMPSON. 


& COMPANY 
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But What Kind of 


Calculator ? 


HICH characteristics does the average professional man or businessman look for 
when he buys a calculator? The question is prompted by the latest batch of 
electronic calculators to be launched on what is already a very competitive market. 
At the lower end of the market there is an ever-increasing selection of pocket models 
in the £20 to £50 price range. With some it seems that miniaturization has gone 
about as far as it can go. There is a limit to the size of display which can be read 


comfortably and to the size of keys which 
can be used without pressing two keys 
at once. 

This aspect of calculator design has 
been realized by Decimo, who have 
entered the pocket calculator market with 
a range of three models. The cheapest 
at {34°95 has a six-digit display but 
12-digit capacity. It features ‘discount 
logic’ and has a constant facility on all 
four functions. 

The Big Eight is an eight-digit 
machine with the same logic plus per 
cent and exchange keys and sign change, 
price £44795; while for {54-95 the Super 
Eight has a memory as an additional 
feature. Prices include batteries and case 
but are exclusive of VAT. 

All three feature a large display and 
‘man-sized’ keys — pocket calculators 
are, the manufacturers remind us, made 
to be used by men and women, not by 
midgets. The six-digit display, twelve- 
digit capacity technique is also used on 
the Busicom Personal 60: you press a 
control key when you need to display the 
upper six digits. Other features include a 
choice in setting the decimal place and a 
clear last entry key, also a ‘clear all’ key. 


Mini-model 


With the Sinclair Cambridge marketed 
by Rymans we come to a real mini-model 
measuring only 44 by 1% by $ in. with 
constant key and retaining chain logic. 
It can be bought over the counter at 
Ryman branches for £29°95. 

The Calate 44 at £20 undersells the 
Cambridge by nearly £10. Manufac- 
tured by Advanced Telecommunications 
Equipment, a small British electronics 
company, it has only a four-digit display 
but calculates with eight-digit accuracy. 
These very small, inexpensive, under £30 
calculators would appear to be aimed at 
the domestic market rather than business 
users. 

However, two other models from the 
same source as the Calate 44- the 


Calate 8 and Calate 11~-appear to be 
aimed at the business and professional 
market. Both are eight-digit models, 
the former having throw-away batteries, 
while the latter is a rechargeable version. 
Prices are {29°95 and £42'50 respectively. 





The Anita 201, for hand-held or desk-top 
use. : 


The Anita 201 from Sumlock-Compto- 
meter claims to offer the best of both 
worlds by being for hand-held and 
desk-top use. An eight-digit display 
model, its features include automatic 
memory, percentage calculations and 
add-mode operation for addition and 
subtraction. Power is supplied either by 
disposable batteries or via an adaptor/ 
charger. 

The Anita 805, from the same source, 
is a desk-top eight-digit display model 
also featuring add-mode operation, auto- 
matic per cent key and automatic con- 
stants in multiplication and division. 

With the Monroe 420 we come to a 
twelve-digit display model with cal- 
culator and adding machine functions. 
However, its main interest to the profes- 
sional office is the claim made that 
accurate answers are assured regardless 
of how large or small the amount. The 
retail price is £118. 
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All of which leaves our original 
question unresolved. While some of the 
tiniest pocket calculators appear to be 
little more than a status symbol, there is 
undoubtedly a place for the pocket cal- 
culator. How large a calculator is accept- 
able and which features are necessary 
to make it really useful do not yet seem 
to have been resolved. The number 
and variety of models at present on the 
market indicates that the magic formula 
which is a compromise between price 
and general usefulness is still being 
sought 

Decimo Ltd, Park House, 96-98 Park 
Street, Luton, Beds LU1 3EX. 

Broughton & Co (Bristol) Ltd, 6 
Priory Road, Clifton, Bristol BS8 1TZ 
(Busicom). 

Advance Telecommunications Equip- 
ment Ltd, Jafam House, Boundary 
Road, Woking CUz1 5BX. 

Sumlock Comptometer Ltd, Anita 
House, Rockingham Road, Uxbridge, 
Middlesex. 

Litton Business Systems Ltd, Litton 
House, 27 Goswell Road, London ECIM 
7AL. 


Transcriber for Pocket 
Dictation 


DICTAPHONE have introduced the Dicta- 
phone 11, a transcriber unit to com- 
plement their Dictaphone 10 pocket 
dictating machine. Asan independent unit, 
the Model 11 costs £89 which, with the 
pocket dictation machine priced at £39, 
offers a reasonably priced dictation 
system. For example, four dictating 
machines and one transcriber cost £245 — 
a combination which would probably 
amply cater for the dictation needs of a 
smaller professional practice. 

Complete with single and double 
ear pieces and foot pedal, the Model 11 
has a full set of controls. A useful feature 
where tape cassettes are shared is that 
the tape can be wiped clean on the trans- 
criber before being handed to the next 
user. 

The Model rr can also be used with the 
Dictaphone Thought Tank dictation 
system, in which case it is used instead 





The new Dictaphone 11 transcribing machine 
takes the tape cassettes of the Dictaphone 10 
pocket dictation machine. 
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of the usual typist’s control unit. Cost 
of the Thought Tank version is £120, 
less £40 for the unwanted unit. 

Dictaphone Co Ltd, Alperton House, 
Wembley, Middlesex. 


Postage Meter for Letters 
and Parcels 


INTRODUCED to meet the needs of the 
office with a medium volume of mail, 
the Pitney Bowes Model 5675 handles 
envelopes from 34 by 5 in. up to 9} by 12 
in., with a maximum thickness of } in., 
and seals the flap in the same operation, 
dealing with up to 120 letters a minute. 

Self-adhesive labels are used for 
packets. Denominations from Ap to 99$p 
can be printed and the detachable meter 
weighs 11 lb. and shows balance in hand 
and total postage spent. 

Also from Pitney Bowes is a new inser- 
tet which can be linked to a choice of 
folders. The combination of primary 
interest to accounts offices is the Model 
3307 inserter and Model 1831 folder 
which is designed to deal with invoices, 
statements, and similar business docu- 
ments. The Model 1861 folder is designed 
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Postage Meter Model 5675. 


for heavier documents such as price 
lists and promotional material. 

The unit, which can be operated by 
one girl, is capable of dealing with up to 
4,000 pieces an hour. Model 3307 will 
handle envelopes from 5 by 24 in. up to 
gi by 6 in, while Model 1831 will 
handle paper sizes up to 84 in. wide by 
19 in. Ceep. 

Pitney Bowes Ltd, The Pinnacles, 
Harlow, Essex. 


Destroy Confidential Papers 


A FULLY AUTOMATIC shredding machine — 
the Popular ~ announced by Business 
Aids is intended for smaller offices and 
departmental use. It shreds up to seven 
sheets at once into 4 mm. strips and 
digests clips, pins and staples. 

The machine is priced at {88-50 ex- 
cluding VAT. 
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The Sasco ‘Executive’ Year Planner. 


Plan More in ‘Seventy-four’ 


THis year the Sasco ‘Executive’ Year 
Planner comes out in a new international 
version. It is, of course, a 3 ft by 2 ft 
‘open diary’ on which the complete year 
is laid out in days, weeks and months. 
It sells for £3:45 plus VAT, complete 
with self-adhesive tapes and symbols 
to plot all professional and business 
engagements. 

Sasco Ltd, 27 Hastings Road, Bromley, 
Kent. 


Literature Available 


Forms Hancling Equipment for the Com- 
puter Age deals with many types of forms 
handling equipment from continuous 
stationery attachments for typewriters 
up to equipment to handle the printout 
from fast computer line printers. It is 
obtainable from Lamson Paragon Ltd, 
Paragon Works, London E16 (NW. 

The Ryman DMS (Domino Metric 
System) of unit oce furnishing is fully 
described in a 20-page colour brochure. 
The DMS system is a screen-based 
system designed to make the best use of 
open-plan areas. From Ryman Systems, 
200 Tottenham Court Road, London 
WiP oLA, and at Birmingham, Bristol, 
Glasgow, Leeds and Manchester 
branches. 


All Part of the Service 


Tue Post O.lice are promoting the Card 
Callmaker in the interests of more 
encient use of the telephone. Using the 
Callmaker, you punch all the numbers 
you call frequently in small plastic cards. 
Then, when you want to call one of the 


numbers, you select the appropriate card 
and drop it into the Callmaker. The 
machine then dials the number for you 
automatically. Benefits claimed are saving 
of o..ce time and no chance of mis- 
dialling. 

The equipment costs £3-50 per quarter 
plus £3 connection charge, complete with 
a box of eo cards, index dividers and a 
punching kit (VAT extra). 

There is also a T'ape Callmaster which 
stores 400 numbers for {5-50 a quarter 
plus £5 connection charge, and a Key 
Callmaster that dials 32 numbers at the 
touch of a button for {16-60 a quarter 
plus £12 connection charge. 

Perhaps with the aid of one of those 
calculators previously described, someone 
could work out how many calls you need 
to make how frequently to save on the 
deal! 

Post O Dee Telecommunications Head- 
quarters, 138 Cheapside, London EC2V 
6)H. 
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The Card Callmaker. 
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ICA Students’ 


Meeting with 


Council Representatives 


VER 60 representatives from 30 

chartered accountant student socie- 
ties and members of the ACASS execu- 
tive met representatives of the’ Council, 
the District Societies Committee and the 
Education and Training Committees of 
The Institute of Chartered Accountants 
in England and Wales at Chartered 
Accountants’ Hall on December 4th. 

The purpose of the meeting, which 
was chaired by Mr Kenneth Sharp, T.D., 
M.A., F.C.A., Deputy President of the 
Institute, was to discuss developments in 
the education and training policy of the 
Institute and to seek improvement in 
the facilities for communication between 
the Council and students. 

The topics discussed were education, 
examinations, training and conditions of 
service, and relations between students, 
district societies and the Institute, to- 
gether with the organization and financing 
of students’ societies. 

In his opening remarks Mr Sharp 
told students: ‘We want your members 
to participate, to be involved in the 
development of thinking and of ideas. 
They will then in due course be very 
much better chartered accountants, they 
will be better members of the Institute, 
they will be better members of their 
district societies and better members of 
the community because they will have 
acquired the habit of involvement in the 
affairs of the organizations of which 
they are members.’ 


A ‘talking shop’ 

Mr Sharp said he was quite sure that 
one of the comments that would be made 
at the end of the meeting would be that 
it was just a talking shop, and that 
nothing would come of it. ‘I believe’ he 
declared, ‘that it is a talking shop — it is 
intended to be a talking shop. But it is a 
naive assumption that, because it is such, 
nothing of benefit can emerge. 

‘Such a view, in my opinion, flies in 
the face of experience. It is on occasions 
such as this that somebody produces a 
good idea, a new line of thought, a 
suggestion for development, whether 
major or minor, that’ challenges the 
conventional wisdom, and in due course 
may take its place. And even if no step 
forward is taken along a particular 
path, some of us may see the route 


we have already taken in a clearer light.’ 

Mr Sharp went on to say that before 
one considered changes in a system, it was 
necessary to make sure that the existing 
system was itself understood. Develop- 
ments in ideas in the field of education 
and training might be rapid, but their 
implementation could be inevitably but 
irritatingly slow. 

In criticising a policy, it was important 
to appreciate the extent to which effect 
had been given to previous decisions and 
the significance of the changes arising. 
There was, for example, talk of articles 
being an archaic system, of the training 
contract being nothing more than the 
same system under a different name, in 


` which case, it was confidently asserted, 


it should be abandoned. On that parti- 
cular point, he suggested that rather than 
abandon the idea it ought to be brought 
up to date — and this was precisely what 
the Council had been seeking to do. 


Training contract 

Under the new training contract the 
benefits of contractual obligations were 
quite as great, if not greater, for the 
student as they were for the principal. 





‘Do encourage all your members to keep 
themselves aware of student events’, said 
Mr Kenneth Sharp, T.D., M.A., F.C.A., Deputy 
President of the Institute, speaking to 
representatives of student societies last week. 
‘Not only should they read the professional 
journals for their technical content, they 
should also read them to find out what is 
going on in the student world, and The 
Accountant provides a particularly compre- 
hensive service in this respect.’ 
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‘How, without a contract’, said Mr 
Sharp, ‘could we enforce the regulations 
which we are seeking to bring in? How 
do we ensure the completion and sub- 
mission of training records? How do we 
take power to discipline, if it is necessary, 
a member who is failing in his obligations 
to his students and through them to the 
Institute of which he is a member?’ 

It must not be overlooked that, over 
the last century or so, the profession in 
this country had developed to a standard 
which was admired all over the world. 
‘This is not a reason for resting on our 
laurels, but it is a reason when examining 
the development of our systems for 
viewing with considerable care any pro- 
posal for abandonment, as opposed to 
the development, of the system of train- 
ing upon which that success has been 
built.’ 

Referring to the forthcoming publica- 
tion of Professor Solomons’ report, Mr 
Sharp went on to say that it was bound 
to have an instant appeal to an open- 
minded person who had not considered 
the problems himself. ‘It is therefore 
desirable that we should put ourselves 
in a position to consider the Solomons 
Report from a very clear understanding 
of the position which we have presently 
reached, and indeed it is desirable that 
we should have some firm preliminary 
ideas as to where we think we want to 
be going. A critical examination of the 
report in a prepared, informed context 
is likely to be significantly more valuable 
than if it is simply looked at without any 
prior thought.’ f 


‘Recommended reading’ 


On communications, he said: ‘I hope that 
when you go back to your respective 
society areas you will make sure that you 
report to all your members the impres- 
sions which you take back with you. 
I would like to think that the stimulus 
of today will lead you to develop an even 
more effective ‘communications system 
within your own areas. 

‘Do encourage all your members to 
keep themselves aware of student events. 
Not only should they read the profes- 
sional journals for their technical content, 
they should also read them to find out 
what is going on in the student world, 
and The Accountant provides a parti- 
cularly comprehensive service in this 
respect. We want your members to 
participate, to be involved in the develop- 
ment of thinking and of ideas.’ 

He hoped that the discussions would 
not become stuck on salary levels. There 
was little difference in principle between 
any on this issue — of course it was right 
that adult students should have a level 
of remuneration which enabled them to 
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Record Profits 
for 1973 


Current Year 


The uncertainties arising from 
the energy crisis and industrial 
unrest make it difficult to fore- 
cast the future. However, esti- 
mated Trading Results for the 
first five months of the current 
financial year refiect a satis- 
factory improvement compared 
with the same period of the 
last year, and order books 
remain healthy. 


Limited 





Staffordshire 
Potteries 
(Holdings) 


1973 1972 1971 

£000s £000s £000s 

Turnover .. 4,501 3,363 2,890 

Pre-tax Profit ve dé 335 50 290 
Earnings per Ordinary 

Share .. D .. 153p 1-8p 17-3p 
Dividends per Ordinary 

Share (Gross) .. Aën (26:25)  6'2p (25%) 6-2p 


Valuations 


for balance sheet 
purposes 

mortgage probate 
insurance, investment 
sales, lettings and 
management 

of commercial and 
industrial properties 
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Income Tax 1973/74 


(58th edition) 





The essential publication for everyone who 
needs to know more about income tax and 


capital gains tax. 


Concise, comprehensive and reliable, 
‘Tolley’s’ is a practical publication 
designed for everyday use. 


All the important changes in personal 


taxation from 6 April 1973, the contents of 
the Finance Act 1973 and case law to 31 July 


1973 are included in this 58th edition. 


Obtained from leading booksellers or direct 


from the publishers. 
Price £2.00 each. 


To Tolley Publishing Co*44a High Street, 
Croydon, Surrey CR91UU 


Please send me (tick Llas required) 
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Please invoice me/cheque enclosed for £ 
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PLANNED READING and PERSONAL GUIDANCE 
are offered in 


GEE’S SUPERVISORY MANAGEMENT STUDIES 


General Editor: C. S. Deverell, M.A., B.Sc.(Econ.), B.Com., F.C.1.S8., A.M.B.1.M. 


SUPERVISORY MANAGEMENT STUDIES has been extended not only by the publication 
of No. 3, The Supervision of Production, but a/so by the provision of the training guidance 
service for individuals and companies mentioned below. 


The books so far available are: 


INDUSTRIAL RELATIONS AND COMMUNICATIONS 
by Willam Walsh, A.C.I.S 


The need to communicate is universal and millions of workers and management are involved in industrial 


Price £1-75 net 


Sites Va relations. Mr Walsh's contribution ıs first a practical account of industrial relations today. seen through the 


(2p) U.K. eyes of middle management and supervision. Secondly, It surveys the problems of communication in an 
£2-08 overseas informal way. 


BUSINESS, FINANCE AND COSTS 
by CS Deverell, M.A.. B.Sc.(Econ.), B.Com., F.C.1.S., A.M.B LM. 


Price £2 net The business side of industry involves decision-making and choice of economic activity. What Is to be the 
en anes size of the firm and ns scale of operation ? Where does a firm get Its capital fo: growth ? What can Its account- 
(2p) U ing system tell us ot its health ? How can a grasp of management control techniques help supervisory staff ? 
£2-33 overseas How can we become more market-orientated ? What Is required in successful marketing other than sales- 


manship d 


The answers to such questions widen the understanding of the manager. whatever his personal responsi- 
bilities in business and industry. The author has covered them succinctly in his account of the business 
background to management. 


THE SUPERVISION OF PRODUCTION 
by R. H. Hoggett. C.Eng.. M.1.Prod.E., AIS A.M.B.1.M 


Price £2-25 net The author covers the types of production. its planning and control, design. work study, stock control, 
£2:34 post/ plant maintenance, quality control and plant layout and gives an introduction to network analysis and 


packing & VAT 
(2p) U.K operations research 


£2-58 overseas His book ıs a practical and readable introduction to the fundamentals of the management of manutacturtng 
activities which will be easily understood by non-specialists as well as those directly engaged In that field. 


A UNIQUE FEATURE OF GEES SUPERVISORY MANAGEMENT STUDIES IS THE 
PERSONAL SERVICE OF GUIDANCE ON MIDDLE MANAGEMENT AND SUPER- 
VISORY TRAINING AND DEVELOPMENT NOW OFFERED FOR THE FIRST TIME 
UNDER THE DIRECT CONTROL OF THE GENERAL EDITOR OF THE SERIES. MR 
C. S. DEVERELL, TO WHOM INQUIRIES AS TO TRAINING OR STUDY NEEDS SHOULD 
BE ADDRESSED BY COMPANY MANAGEMENTS OR INDIVIDUALS AT: 


GEE & CO (Publishers) LTD 
151 STRAND, LONDON WC2R "ll 


Publishers of The Accountant 01-836 08 32 
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be properly independent. This, however, 
was essentially a local matter, dependent 
on local conditions and best dealt with 
by ensuring that adequate information 
was available in local areas. 

It was important to remember, said 
Mr Sharp, that it was the Council’s duty 
to govern the Institute. It was par: of 
that duty to create the right conditions 
for the education and training of its 
future members. These were responsi- 
bilities which the Council would not 
abrogate. In making decisions on this 
and other issues, it was important that 
the Council should be properly informed. 
The views of student representatives, 
ACASS and the SLC would always be 
considered very carefully, but none of 
these bodies was to be regarded in any 
way as a negotiating body. ‘The Council 
wishes to learn; it wishes to be informed; 
but it does not seek, and indeed it would 
be wrong for it to seek, the sharing of its 
final responsibility with anybody else.’ 

In complimenting the many student 
societies, and ACASS in particular, for 
practically all the suggestions on the 
agenda, he confessed that he never ceased 
to be impressed by the enthusiasm with 
which ACASS was prepared to tackle 
any issue, of whatever magnitude, wher- 
ever in the world it might happen to be. 


Constructive discussion 


During the morning session Mr E. J. 
Newman, M.A., F.c.a., Chairman of the 
Education and ‘Training Committee, 
spoke about the revised arrangements for 
foundation education including ‘con- 
version’ courses and linked private study 
for the professional examinations. This 
was followed by a lively and constructive 
discussion in which the facilities provided 
by the public arid private sectors of 
education and the arrangements for the 
accreditation of courses and liaison with 
colleges were considered. 

Mr R. F. Griffiths, F.c.a., Chairman 
of the Examination Committee, dealt 
with the revised syllabus, style and aims 
of the examinations, and referred to the 
intention of investigating other methods 
of testing. Various points about individual 
difficulties during the transitional period, 
the timing of examinations, and the 
standards required were discussed and 
clarified. 

The session on training and conditions 
of service covered the arrangements for 
the authorization of principals to train 
students, the proposed use of the training 
record and provisions for secondment, 
the revised form and content of the 
training record, and the machinery being 
established at district society level to 
examine students’ grievances. 

Varying views were expressed on 
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Mr Dudley Morse, FC A, President of the London Chartered Accountant Students’ Society, 


with Mrs Morse and Paul Hendrick, Chairman of the Society, at the annual dinner of the 
Society held last Monday evening at the London Hilton. Proposing the toast of ‘The Junior 
Members of the Profession’, Mr E. Kenneth Wright, M.A., F.C.A., President of the Institute. said 
that he had met many students up and down the country — ‘and | am impressed by them. The 
younger members are keen, they are concerned that the education and training they are 
receiving should be as good as possible, they want to participate, they want to become first- 
class members of a first-class profession.’ Paul Hendrick responded to the toast and referred 
to the growing awareness of the Institute to the needs of the junior members of the profession ~ 


‘this was both welcome and timely’. 


points of detail by the students, but 
there appeared to be general support for 
the developments taking place in Insti- 
tute policy on education, training and 
conditions of service, although concern 
was expressed at the speed with which 
it would be possible to make the changes 
effective. 

After lunch Mr S. A. Middleton, F.c.a., 
Chairman of the District Societies Com- 
mittee, explained current policy on 
relations between students, district soci- 
eties and the Institute, and Mr D. N. 
Walton, F.c.A., Chairman of the Students’ 


TRAINING CONTRACT 


As announced in ‘Current Affairs’ 
elsewhere in this issue, the ICA 
in England and Wales is introduc- 
ing a Training Contract to replace 
the present system of articles. The 
contract will govern the approved 
training to be provided by an 
authorized principal to a student. 

The Institute is also issuing a 
set of notes for the guidance of 
students which it is felt will be 
helpful to them when preparing for 
interviews with prospective prin- 
cipals. 





Society Working Party, introduced a 
discussion on future developments. This 
was followed by a useful discussion in 
which most of the representatives from 
the students’ societies participated. Parti- 
cularly constructive contributions were 
made by Terence Webb, A.C.A., President, 
ACASS, Paul Hendrick, Chairman, Lon- 
don CASS, P. F. Allan (Teesside), 
J. Lewis (West Wales), and A. Pott 
(Bristol). 


Local autonomy 


There was much debate as to whether 
students should pay their own subscrip- 
tions and on the respective functions of 
ACASS and local students’ societies. 
While a number of speakers supported 
the ACASS concept of a unitary body, 
a view also emerged from certain large 
and small societies that they should retain 
their autonomy locally but be repre- 
sented in ACASS which should deal with 
matters of national importance. It was 
also accepted that membership of stu- 
dent’s societies must be compulsory. 
In his summing up Mr Sharp said 
that be felt it had been an extremely 
worthwhile meeting and that it was 
clearly the will of all present that it 
should be repeated in 1974. A vote of 
thanks to the Institute was proposed by 
the representatives of Bristol CASS. 
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RESIDENTIAL COURSE 
SCHOLARSHIP 


ONCE again, Mervyn Hughes & Co, a 
subsidiary of the Mervyn Hughes Group, 
is awarding a scholarship in connection 
with the May 1974 Part II examination 
of The Institute of Chartered Account- 
ants in England and Wales. The scholar- 
ship will entitle the winner to attend a 
residential course at the Accountancy 
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Tuition Centre of Worthington Duffill, of 
Evesham, between March roth and May 
roth. 

It is intended that the scholarship 
should be awarded to a student from a 
small or medium-sized firm which is 
unable to provide training facilities 
comparable with those of the larger 
firms. To this end, applications have 
been invited from various student soci- 
eties throughout the country, but addi- 


ACASS Meets French Students 


ACASS8’s first overseas venture in which 
representatives from students’ societies 
throughout the UK participated took 
place in Paris last weekend. ACASS is 
conscious of the need to consider the 
profession’s future in a European context 
and the aim of the visit was primarily 
to increase students’ knowledge of the 
European Community and the workings 
of the French profession. 

On Saturday morning seminars were 
held at the offices of Price Waterhouse 
and Arthur Andersen, at which the 
main topics for discussion were the 
profession in Europe and the harmoniza- 
tion of accounting standards throughout 
the EEC. M Rédel, Past-President of the 
Ordre des Experts Comptables, attended 
one of the seminars, which were a 
great success and all the UK delegates 
benefited greatly from them. 





In the afternoon, informal groups 
visited the Orangeries and the Louvre 
and, on the following morning, there 
was a meeting with the French students 
when representatives of Association 
Nationale des Experts Comptables Stag- 
taires (ANECS) took 30 students on a 
short river cruise, and members of the 
ACASS Executive met with the ANECS 
Executive at their headquarters for 
discussions on the work of the European 
Accountancy Students’ Study Group 
(EASSG). 

The weekend offered the UK delega- 
tion a greater insight into the French 
accountancy profession. ACASS hopes 
to organize further fact-finding visits to 
other European countries to help students 
understand European accounting and the 
organization of the profession in those 
countries. 


In the Place de la Concorde last Sunday afternoon. Peter Brown, a member of the ACASS 
Executive, /eft, and Chris Allan, also a member of the Executive, during the ACASS visit to 
Paris to meet French students. 
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tional applications will be welcomed. 
The closing date for applications is 
February st. 

Those who are interested should write 
to Mr R. J. Welsh, Director, Mervyn 
Hughes & Co, 59 St Mary Axe, London 
EC3A 8AR. Applicants should currently 
be working for a firm that does not 
contribute to their course fees, should 
haye a good examination record and be 
British citizens. 


ICA PRESIDENT AT LIVERPOOL 


APPROXIMATELY 75 members of the 
Liverpool Chartered Accountant Stu- 
dents’ Association were at the Library 
on November 23rd on the occasion of 
the annual informal meeting with the 
President of the ICA in England and 
Wales, Mr E. Kenneth Wright, M.A., 
F.C.A. 

In a short address, Mr Wright success- 
fully conveyed to members that he was 
far from being out of touch with the 
problems of today’s articled clerk. 

He stressed the point that studying for 
the examinations of the Institute required 
a great deal of self-discipline and deter- 
mination, and that students should work 
out what they had to do in a day and 
adhere to it! He then produced a note- 
book and told those present how he 
recorded anything he had to do, crossing 
it out when the item had been dealt 
with. In that way, ‘things were done’, 
and it was an idea that could be applied 
to the topics one studied for in the 
examinations. 

Answering numerous questions, in- 
cluding one about salary scales for 
articled clerks, Mr Wright said that he 
thought it would be wrong for the 
Institute to lay down a minimum salary 
scale. The ‘merit system’ of remunera- 
tion was far better, he said, adding that 
the case of overseas students who quite 
often were paid ridiculously low salaries 
was being looked into. 


EDINBURGH STUDENTS’ 
ANNUAL BALL 


Scottish students, as well as those who 
have already passed their exams, who are 
proposing to return across the border 
for the Christmas and New Year holidays 
should waste no time in making arrange- 
ments to attend the annual ball of The 
Chartered Accountant Students’ Society 
of Edinburgh. 

The Ball takes place on Friday, 
December 28th, at the Assembly Rooms, 
Edinburgh, and full details can be 
obtained from the Society’s secretary, 
James Clark, B.SC., C.A., LENA, 16 
Abercromby Place, Edinburgh EH3 6LT. 
Telephone 031-556 8641. 
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PROFESSIONAL NOTICES 


Batt Baker CARNABY DEED, Chartered 
Accountants, announce that Mr J. F. 
GOODSON, B.SC.(ECON.), A.C.A, will become 
a partner on January rst, 1974. 

CuLLey & Co, Chartered Accountants, 
of 3 Princes Street, Norwich, announce 
that Mr C. R. PULLEY, A.C.A., will be 
admitted to the partnership from Jan- 
uary Ist, 1974. 

Tue Daer Dono asp ELMER Fox 
INTERNATIONAL GROUP, whose President 
is Monsieur Francois-M. Richard, is 
changing its name on January ist, 1974, 
to Dono Ass Fox Kipsons: on that date 
Mr ,RonaLp WarLow, T.D., F.C.A., the 
secretary-general, together with the group 
secretariat, will be moving to new offices 
at Columbia House, 69 Aldwych, London 
WC2B 4DX. The group consists of the 
following members: J. W. Dougiass 
Gilder & Co, Australia; Eurocount 
GmbH, Austria; Graham M. Cooper 
& Co, Bahamas; Gustaaf Slabbaert, 
Belgium; Collins Love Eddis Valiquette 
& Barrow, Canada; Lakoufis, Cyprus; 
Revisor-Ringen, Denmark; Uni-Revise 
S.A., France; Wibera A.G., Federal 
Republicof Germany; Kidsons, Gibraltar; 
Lee Poon & Co, Hong Kong; R. K. 
Khanna & Co, India; McQuillan & Co, 
Republic of Ireland; Kyowa Associates, 
Japan; Charles J. Sammut, Malta; 
Aguilar Aguilar y Cia, S.A., Mexico; 
Dechesne van den Boom & Co, Nether- 
lands; Kendon Mills Muldoon & Browne, 
New Zealand; Sigmund Løkken, Nor- 
way; Taylor and Geerling, Republic of 
South Africa; Elinder & Nystrom, 
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Sweden; Gestion Financiére Schibler 
S.A. and Kidsons S.A., Switzerland; 
Kidsons, United Kingdom; Elmer Fox 
& Co, U.S.A. 


Daum Kroiti & Co, Chartered Ac- 
countants, of 166 Piccadilly, London W1, 
announce the admission to partnership 
of Messrs R. P. Dovey, a.c.a., and T. M. 
FENTON, A.C.A., with effect from Decem- 
ber et, 1973- 


MerLLsTROM & Co, Chartered Ac- 
countants, of Guildford, Surrey, an- 
nounce that Mr J. A. R. IRONMONGER, 
A.C.A., was admitted to partnership on 
December 1st, 1973. 

Row.anp & Co, Chartered Account- 
ants, of Cross Keys House, 56 Moorgate, 
London EC2R 6ET, announce that they 
have formed an associated firm in Jersey, 
C.I. The new firm will practise as 
ROWLAND, Becker & Co, at 3 Charles 
Street, Jersey, C.I., telephone Jersey 
Central (0534) 37235/6 and Jersey West 
1377. The resident partner is Mr ALAN A. 
Davis, F.c.A., and the remaining partners 
are Messrs J. C. SMETHERS, J.P., F.C.A., 
N. A. Easraway, A.C.A., A.C.C.A., A.C.M.A., 
A.C.LS., F.T.1.1., and M. E. L. BECKER, 
F.C.A., A.T.LI. 


APPOINTMENTS 


Sir Robert Erskine-Hill, BT., B.A., 
C.A., has been elected chairman of the 
Association of Investment Trust Com- 
panies upon the retirement of Mr A. G. 
Touche, F.C.A. 


Mr S. J. Hassett, B.A.(ECON.), I.P.F.A., 
formerly assistant city treasurer of Coven- 


try, is now deputy city treasurer of 
Sheffield. 


Mr Alfred Lumb, 1.P.F.A., has been 
appointed treasurer of Harlow. He was 
previously assistant borough treasurer, 
Southend. 


Mr James S. M. MacDonald, a.c.c.a., 
has been appointed financial controller of 
Cumrae Clothing, a member of the 
Dawson group. 

Mr John Muirden, c.a., has been 
appointed a director of British and 
International Investment Trust. He is a 
senior executive at the British Bank of 
Commerce. 

Mr Timothy M. Murphy, a.c.c.a., has 
become chief accountant to Golden Vale 
Engineering. 
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Mr F. Parkin, a.c.c.a., will retire on 
January 31st, 1974,-as chief accountant 
of the National Farmers Union Mutual 
Insurance Society and Avon Insurance 
Co, having completed over 40 years’ 
service. Mr T. M. Barlow, F.c.A., F.C.1.1., 
assistant accountant, will succeed him, 
and Mr G. H. Cornfield, A.C.A., A.c.1.1., 
presently an assistant manager, accounts, 
will become assistant accountant. 


Mr Kenneth Kiely, F.c.m.a., a director 
of Hymac, part of the Powell Duftryn 
Group, has been elected to the National 
Federation of Manufacturers of Con- 
struction Equipment and Cranes. 





D ? } d 
Mr K. Kiely Mr W. McMillan 


Mr William McMillan, c.a., has 
become company accountant of Sarah 
Coventry, of Glenrothes, Fife. 

Mr Charles Raeburn, F.C.A., A.C.M.A., 
former finance director of Cadbury 
Schweppes, has been appointed to the 
board of Newey & Taylor. 

The Schroder Life Group have an- 
nounced the following appointments: Mr 
David J. H. Morris, A.C.A., and Mr J. 
Derek Rogers, F.c.A., have been ap- 
pointed to the board of directors; and 
Mr P. S. Russell, F.c.a., is the new 
financial controller and secretary. 


Mr Peter Tillett, F.c.a., has been made 
finance controller of Grants of St 
James’s. 


ACCOUNTANTS MOVE TO 
PRINTING HOUSE SQUARE 


Deloitte & Co and Harmood Banner & Co 
are to move their combined practice to 
The Times building, Printing House 
Square, Blackfriars, London EC4 ‘as soon 
as practicable after their merger on May 
1st, 1974’ (The Accountant, May 24th). 
The move will provide an estimated 





FOR C.A. 
EXAM 
PASSES 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
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100,000 square feet of office space to 
accommodate the enlarged staff, which 
is beyond the present resources of either 
firm’s present offices in London. 

The Times, whose name has been 
associated with Printing House Square 
for generations, is to be published from 
the offices of Times Newspapers Ltd in 
Gray’s Inn Road. 


ANNOTATED TAX CASES 


Part 1 of volume 52 of Annotated Tax 
Cases, edited by Mr Peter Rees, Q.C., is 
now published and contains reports, 
with notes, on the judgments in the 
following cases: 

New South Wales Railway Commis- 
stoner, Sydney City Council and Wynyard 
Holdings Lid v. New South Wales Valuer- 
General (PC); Turner v. Follett (CA); 
Provan v. Taylor (CA); CIR v. Joiner 
(ChD); Buswell v. CIR (ChD); United 
Friendly Insurance Co Lid v. Eady 
(ChD); Clark v. Follett (ChD); Redditch 
Llectro-Plating Co Ltd v. Ferrebe, Harris 
Hardeners (A Firm) v. Ferrebe (ChD); 
Murphy v. Ingram (ChD); Taylor v. 
Good (ChD). 

The annual subscription to Annotated 
Tax Cases is £5 post free, and the pub- 
lishers are Gee & Co (Publishers) Ltd, 
151 Strand, London WC2R xJJ. 


PAY BOARD GUIDE TO 
STAGE 3 


A booklet describing obligations on 
employers under Stage 3 of the Govern- 
ment’s counter-inflation programme — 
Pay Board: A guide to its work in Stage 3 
~is being sent initially to 350,000 em- 
ployers in industry and commerce. 
Copies of the booklet — which contains 
the text of the Stage 3 pay code — and 
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forms for reporting settlements can be 
obtained from the Information Centre, 
Pay Board, Cleland House, Page Street, 
London SWP 4LW (01-828 7050) or 
from any of the Board’s regional units. 


COVENANT ADMINISTRATION 
BOOKLET 


During the last year there have been a 
number of important changes in the 
administrative procedures involved in 
the recovery of tax on deeds of covenant 
and A Guide to Covenant Administration 
has been designed to provide the prac- 
tical information needed by those work- 
ing on, or responsible for, covenant 
administration. 

The guide -a complementary booklet 
to Charitable Giving and Taxation- 
costs 4op and is available from Craigmyle 
& Co Ltd, The Grove, Harpenden, 
Herts ALs 1AH. 
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ICA RE-ADMISSIONS 


The Institute of Chartered Accountants 
in England and Wales has announced 
the following re-admissions to member- 
ship under clause 23 of the Supple- 
mental Royal Charter: 


Kiritkumar Rasiklal Amin, B.a.(ECON.), 
A.C.A., Gujarat, India. 

Peter Denis Cooper, 
Baleares, Spain. 

John Patrick Dyer, a.c.a., Hawkhurst, 
Kent. 

Nasir Iqbal, a.c.a., London NW6. 


Ivan Douglas John, F.s.a.a., Monrovia, 
Liberia. 


John Buchanan McAuslan, A.C.A., Selsey, 


F.C.A., Ibiza, 


Sussex. 
Olofojude Olumide, F.c.a., Lagos, 
Nigeria. ° 


Kevin Barry John O’Toole, 
Lusaka, Zambia. 

James William Storey, a.c.a., Johannes- 
burg, South Africa. 


A.C.A., 


VAT on Reinstatement of Fire Damage 


Customs and Excise offices have received 
a number of inquiries arising from the 
liability to VAT of work of reinstatement 
carried out after damage by fire or other 
causes. T'he department’s view has been 
stated in No. ro of VAT Bulletin as 
follows: 


Reinstatement after Fire and Other 
Damage 


‘If, after damage, a new building is 
constructed (and the old one de- 
molished if it has not been completely 
destroyed) the work will be zero-rated 
as in the course of demolition and 
construction. But if the building is 
reinstated, using what is left of it after 
the damage, the work will be standard- 
rated as repair work. The test is not the 
degree of damage suffered, but whether 
the work actually done comprises on 
the one hand the construction of a new 
building (and, in appropriate cases, the 
demolition of the old building); or on 
the other hand the repair of damage to 
an existing building. The use of the 
foundations of the old building in the 
course of the construction of a new one 
will not preclude zero-rating. 

‘The position when a building is 
damaged during construction is not so 
straightforward. The liability of the 
repair work will, to a large extent, 
depend upon who is the owner of the 
partly-constructed building and who 
has insured it. 

‘If the builder has insured it, he will 
presumably make good the damage, 


using the moneys received from the 
insurer, the payment of which is out- 
side the scope of the tax. Making good 
the damage in these circumstances will 
not be a supply by him although, of 
course, any subsequent grant by him 
of a major interest within the terms of 
item 1 of Schedule 4, Group 8, will be 
zero-rated. If, however, the client 
owns the partly-constructed building 
(in which case he will no doubt have 
insured it) any necessary repair work 
supplied to him by the builder will be 
standard-rated as repairs, unless it 
consists of the construction of a com- 
plete new building, in which case the 
work will be zero-rated. 

‘The situation may be less clear in 
cases where both builder and client 
jointly insure the partly-built structure 
and further information may be re- 
quired to establish the precise tax 
position. However, if the property in 
the partly constructed building has 
passed to the client so that he has an 
insurable interest in it, then the pre- 
sumption is that the use of the insur- 
ance moneys to remedy the damage is 
consideration for a supply of repair 
work by the builder to him. 

‘It would therefore seem to be pru- 
dent for insurers of property to take 
into account the incidence of VAT 
when deciding the values to be placed 
on their property for insurance purposes. 
Insurance companies and brokers are no 
doubt well aware of this point and will 
be drawing their clients’ attention to it.’ 
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Your self-employed clients can now 

receive an even bigger starting pension with 
a Time Assurance Personal Pension Bond. 
And if they wish, can commute part of this 

| pension for a substantial lump sum on 

i retirement. 


! - Exampie 

A man aged 40 next birthday, saving £300 
annually for a Pension Bond, can now receive an 
increased pension of £3,341 on retirement and 
continue receiving this sum annually for life. Or 





Amount of pension (to nearest £) for men retiring at 65 paying a 
premium of £100 a year from different ages of entry including 
estimated bonuses based upon current rates. 














































































i Pension at age 65 Cash option at age 65 
i 
g Total Pension Adjusted 
i at 65 with Total 
y aes ies et estimated Tax-Free Pension at § 
at entry Pension bonus— Cash Sum age 65—- } 
payable payable 
for life for life 
£ E 
20 1325 4845 10791 3597 
25 1023 3458 7702 2567 
30 780 2423 5397 1799 
35 585 1658 3692 1230 
40 435 1113 2480 826 
41 410 1025 2283 761 
42 385 941 2096 698 
43 361 863 1922 640 
44 338 789 1758 586 
45 315 720 1603 534 
46 294 655 1458 486 ; 
47 273 594 1323 441 
48 253 536 1195 398 
49 234 483 1076 358 
50 216 433 964 321 
51 198 386 860 286 
52 181 343 763 254 
53 164 302 673 224 
54 148 264 589 196 
55 132 229 511 170 
56 117 197 439 146 
57 103 167 373 124 
58 89 140 312 104 
59 76 115 256 -85 
92 205 
















If you select age 65 as your retirement age then the figure shown in 
column 3 is the pension which will commence on your 65th birthday. 
The figures in the final 2 columns show the tax-free lump sum and revised 
pension at present rates, if you chaose to commute part of your normal 
pension for cash. 
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Now, bigger starting 
pensions for your 
Self-employed clients. 


An even bigger reason to recommend Time Assurance 


be could take a tax-free lump sum of £7,440 and an 
annual pension of £2,480. 

Fixed or rising pensions 

As well as our new fixed pensions we are continuing to 
offer pensions that rise each year after retirement with 
bonus additions. Your clients do not have to make a 
choice until just before retirement (this option does of 
course apply to existing policy-holders). 

Tax relief 

Tax relief is available on every penny saved for retirement, 
because premiums come off the top of earnings reducing 
taxable income. This means that, for basic rate taxpayers 


-+a premium of £100 would cost just £70. And higher rate 


taxpayers could claim as much as £75 tax relief for every 
£100 saved. 

Benefits for your clients and you ` 

Bigger starting pensions—plus tax relief and many other 
benefits for your clients—and a realistic commission for 
you. This is what it means when you recommend Time 
Assurance Personal Pension Bonds. Return the coupon 
now for details and a full set of rates for men and women 
at all ages. 


Segen erte 


TO: TIME ASSURANCE SOCIETY 
l 56 Moorgate, London EC2. Tel. 01-628 7546/7. 


Manchester Office: 12a Piccadilly, Manchester 1. 
Telephone: 061-624 7299/061-624 9955. 


and send a supply of Pension Bond literature. 
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BLOCK CAPITALS, PLEASE 
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Scottish Office: 6 York Place, Edinburgh 1. Tel: 031-556 3895. l 


Pleasė register me/us as Agent(s) of Time Assurance Society, l 


TIME ASSURANCE KE, | 
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| ‘Detailed Stock Summaries EE EE 
l prepared for client’s Inventory files compiled for 
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Observation reports and advice are included where appropriate 
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Mr Barber e Christmas Box 


OMPARED with the build-up by the media, Mr 
Barber’s statement to the House of Commons on 
Monday must have appeared to many people as something 
of an anti-climax. Indeed, with no expected additional 
taxes to pay, many taxpayers probably felt, indirectly at 
least, that the Chancellor had given them a Christmas box. 
But what really matters is how far the Chancellor’s 
proposals meet the needs of the present situation. In view 
of the obvious confusion that characterizes current debate 
~ from the assertion by Professor Kaldor that the descrip- 
tion of ‘crisis’ is a misnomer, to those who see the nation’s 
democratic way of life threatened — it is worth restating 
the problems with which the Chancellor has to deal. 

The immediate issue is the energy crisis. T'he prospective 
shortage and high price of oil is a major element in the 
longer run, in terms both of the now abortive plans for 
continuing economic growth and of its impact upon the 
balance of payments. In the short run, the problem is 
intensified by the actions of the coal miners, the electricity 
power engineers and ASLEF. 

It is this aspect of the situation which has led the 
Government to impose restrictions on the use of fuel 
which will put many factories on to a three-day working 
week. The outcome in the longer run must be a serious fall 
in output, a reduction in exports and, in particular, a 
sharp cut in industrial workers’ earnings which will 
inevitably have repercussions upon the earnings of other 
workers, 

The energy crisis, however, has no more than intensified 
the nation’s basic economic problem. Its roots are more 
deep-seated. The underlying cause of the country’s 
difficulties is inflation; the confrontation between certain 
-uniong and the Government is one aspect of this simple 
fact. The Government contends that to give way to the 
miners’ claims would be to open the flood-gates to pay 
demands which, as followed the Wilberforce settlement 
in 1972, would spell an end to the Government’s incomes 
policy. It is idle to pretend that concessions now would 
not transfer control from the leaders of all major unions to 
the militants. 

In what ways, if at all, do the Chancellor’s proposals 


help towards a solution of these problems? The immediate 
need was to reduce the claims on the national product, 
and this could have been done either by cutting back on 
the private or on the public sector’s claims, or both. The 
Chancellor chose — in the main — to reduce the public 
sector’s demands, and the £1,200 millions of prospective 
cuts is certainly the largest single reduction of all time. 

The question remains, however, where these cuts are 
to fall. There is to be a 20 per cent reduction in capital 
spending, but housing and the fuel industries will not 
suffer. The nationalized industries will certainly receive 
less financial support and they may be forced to off-load 
some of their labour force. 

The Chancellor is right to limit the availability of hire- 
purchase credit and hiring agreements, but the loss of 
earnings in industry and the consequential impact upon 
the service trades will effect a substantial reduction in 
overall demand from the private sector. Such considera- 
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tions doubtless led the Chancellor not to increase taxation, 
although the certainty that any tax increases would have 
generated rises in the cost of living, and therefore in pay 
claims, was undoubtedly a major factor in that decision. 

The 10 per cent surcharge on surtax payers owes more 
to political than to any economic considerations. The 
same is undoubtedly true of the proposed charge on the 
realized gains of property developers; the expected £30 
million of revenue from this source is negligible in relation 
to the fortunes made in this sphere of activity. 

The energy crisis could bring about — as it did in the 
1g7I recession — a significant redistribution of labour. 
There will be tremendous pressure on employers to 
operate on a three-day week basis while retaining their 
entire labour force. This will be, in many cases, utterly 
uneconomic. Industry can fairly claim that on this issue 
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the Government must give a clear lead. When private 
employers see that the nationalized industries are cutting 
their manpower in relation to output, then they too can be 
expected to follow suit. 

There can be no doubt that a rise in unemployment is 
inevitable if economic considerations prevail during the 
coming months. This does not necessarily mean that 
inflation will also be contained; but, provided that the 
Government can hold the line on Phase Three, the con- 
tribution of unrealistic pay claims to inflation could be 
considerably lessened. 

The final point is that the destiny of the UK economy 
is only partially in the nation’s own hands. If oil pro- 
ducers continue to limit supplies to the western world, 
then the dangers of a world industrial recession will 
override all other considerations. 


Progress Theme of 
P. D. Leake Lecture 


ROGRESS, Lord Redcliffe-Maud 
declared last week, is not inevit- 
able; no community could rely on the 
workings of a ‘hidden hand’ to bring 
economic progress out of competition, 
nor was it reasonable to think that 
progress would necessarily follow from 
education, from increasing knowledge, 
from any piece of legislation or any 
framework of society. All of these 
might have an effect on progress, but 
none of them would make it inevitable. 
Lord Redcliffe-Maud was delivering 
the second P. D. Leake lecture on 
‘The framework of progress’ before an 
invited audience at Chartered Ac- 
countants’ Hall. Individuals, unique in 
their unequal and diverse powers of 
growth or decay, must have their 
being in mutual relationships with one 
another ` and every group had its own 
framework — the underlying bone- 
structure which conditioned to some 
extent the behaviour of its members. 
Chartered accountants, for example, 
were members of a group whose 
constitution and ethical code influenced 
their behaviour towards one another, 
to their clients and to society at large. 
Democratic government on the UK 
model relied heavily on the blending 
of two elements: the changing will of 


politicians representative of the elector- 
ate, and the accumulated experience 
of professionals. The political frame- 
work provided for a division of labour 
between Ministers as ‘transient repre- 
sentatives’ and Civil Servants as per- 
manent and non-political servants of 
the Crown. 

‘We should think twice’, he said, 
‘before ceasing to distinguish sharply 
between permanent servants of the 
Queen and party politicians. Secondly, 
don’t let us tamper with the loyalty of 
Ministers to civil servants. The con- 
fidentiality of the advice I gave for 
20 years to my political masters or 
mistresses -- Labour or Tory — was a 
condition of my being any use to any 
one of them. Had there been the 
faintest chance that our discussions 
or exchange of written notes would 
some day be revealed, it would have 
been quite impossible to reach the 
common mind my Ministers and I 
tried to achieve together — and still 
more impossible to ensure that I and 
all my colleagues made the best of 
what the Minister eventually decided, 
whether or not I or any of my col- 
leagues happened to share that view.’ 

He ended by putting some search- 
ing questions before his audience; 


suggesting, for instance, that to make 
progress in the absence of consensus 
it might be necessary to act with 
decisiveness when a decision cannot 
be delayed, while at the same time 
tolerating all forms of diversity and - 
dissent short of violence. If these 
two ends could not be successfully 
pursued within the present parlia- 
mentary framework, the effective 
alternative choice could lie between 
authoritarianism and anarchy. 


ASSC issues 
Composite Index 


OMPANIES with December 31st 

year-ends, in particular, are likely 
to be affected by an important state- 
ment issued by the Accounting Stand- 
ards Steering Committee in amplifica- 
tion of ED8, ‘Accounting for changes 
in the purchasing power of money’ 
(The Accountant, January 18th). 

The statement, while reaffirming 
the fundamental principle of ED8 that 
adjustment of historical cost figures 
should be based on changes in the 
general purchasing power of the pound 
rather than on specific indices relating 
to different types of assets, considers 
the alternative merits of various avail- 
able indices. Discussion between the 
ASSC and the Central Statistical 
Office has suggested alternatives to the 
general index of retail prices for 
periods prior to 1962. 

The full text of the ASSC statement 
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is reproduced elsewhere in this issue, 
together with a table of appropriate 
indices for all years from 1914 to 
1972. It is suggested that the earliest 
years of this tabulation will not be 
required other than in exceptional 
circumstances. 


Boundary Changes 
for LDS 


HANGES in the present bound- 

ary between the London and the 
South Eastern District Societies of 
Chartered Accountants are currently 
before the committees of both societies. 
These boundary changes are designed 
to coincide with changes that will be 
introduced in local government bound- 
arjes on April 1st, 1974. 

The present district societies’ 
boundary follows the course of major 
roads through Kent and Surrey, in 
particular the A25 from Sevenoaks to 
Guildford. If the proposed changes 
are implemented, the whole county 
of Kent, together with the Camberley, 
Bagshot and Woking area of Surrey, 
will become part of the South Eastern 
Society; while, to the south of Croy- 
don, the proposed boundary will run 
to the south of the present line to 
incorporate Oxted within the LDS 
area. 

Towns which would fall within the 
South Eastern area under these pro- 
posals include Dartford, Swanley and 
Westerham in Kent, and Chobham, 
Wisley and Woking in Surrey. It is 
pointed out that members of the 
Institute living or working in the 
affected areas will not lose their right 
to opt for membership of either district 
society, or indeed of both. 

Subject to allowance by the Council 
of the Institute, these boundary 
changes will affect constituencies for 
Council elections in 1975. They will 
not, however, apply to by-elections 
for Council vacancies arising during 


1974. 


Companies Bill 
Due this Week 


Ae of the Companies 
Bill is expected this week. Although 
full details were not available when 
this issue of The Accountant went to 
press, the Bill is likely to follow the 
White Paper on company law reform 
in several significant respects. 
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The Government is unlikely to 
afford time for any major review 
of the existing bankruptcy legislation 
in the present session of Parliament. 
Mr Evelyn King (South Dorset, 
Con.) had called for reform of the 
administration of the estates of bank- 
rupts ‘in view of the inefficiencies and 
costs involved in the present system’. 

Prospects of reform in some details 
were, however, held out by the 
Minister for Trade and Consumer 
Affairs, Sir Geoffrey Howe, Q.C., 
M.P. ‘I hope’, he said, ‘to include in 
the forthcoming Companies Bill pro- 
visions aimed at restoring the values 
of monetary limits in the Bankruptcy 
Acts, and at modifying audit 
procedures.’ 


Tax Avoidance 
Scheme Nullified 


TTEMPTS to create tax-free gains 

similar to those formerly available 
on the disposal of certificates of deposit, 
in circumstances by-passing section 
26 of the Finance Act 1973, have 
been a cause of some concern to the 
Inland Revenue. Legislation is now to 
be introduced which will nullify the 
effect of such schemes in respect of 
funds deposited on and after December 
8th. 

Announcing this in Parliament re- 
cently, the Chief Secretary to the 
Treasury, Mr Patrick Jenkin, said: 
“The scheme which has been brought 
to our notice involves the deposit of 
money at interest with a bank or other 
borrower, and the subsequent sale of 
the right to uplift the deposit together 
with the accrued interest. The Inland 
Revenue are advised that if there is no 
written document evidencing the de- 
posit, by the transmission of which 
the right to uplift may be passed, the 
sale of the right will not come within 
the charge imposed by section 26 of 
the Finance Act 1973. 

“This new scheme appears to have 
no purpose other than to avoid the 
provisions of section 26, and I there- 
fore think it right to give notice that 
we shall propose in the next Finance 
Bill provisions to bring within the 
scope of the tax charge a profit made 
on the disposal of the right to uplift 
any money deposited after today 
[December 7th] in so far as that profit 
is not already liable to tax.’ 

Mr Jenkin was replying to a ques- 
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tion from Mr John Biffen, M.P. 
(Oswestry, Con.), who had called on 
the Chancellor of the Exchequer to 
‘take steps to discouragesuchschemes’, 


Australian Institute’s 
Year 


UCCESS of the Tenth Inter- 
national Congress of Accountants 
in Sydney last year—whose total 
attendance of 4,347 established a new 
record for events of its kind — has had 
unexpected financial repercussions for 
The Institute of Chartered Account- 
ants in Australia. The Institute, far 
from being required to underwrite 
the costs of the Congress, was able to 
recover the greater part of the sum of 
$A60,000 which it had advanced to 
the Congress Committee over the past 
four years, as well as its expenses 
incurred before and after the Con- 
gress. The other co-sponsor of this 
event, the Australian Society of Ac- 
countants, has also received a similar 
refund. 
Largely as a result of this abnormal 
item, the Institute’s revenue account 
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Mr E. H. Burgess, President of the Institute 


for the year to June 30th, 1973, shows 
a surplus of nearly $A154,000 — des- 
pite increases of $A32,000 in normal 
expenditure. The largest single item 
in the Institute’s budget is administra- 
tion salaries, which (together with the 
related items of superannuation and 
long service leave) totalled $A161,790 
out of total expenditure of $A428,870. 

Membership of the Institute in- 
creased by nearly ro per cent during 
1972—73, and at June 30th stood at 
6,903, comprising 2,495 fellows and 
4,408 associates. Nearly half of the 
total membership — 3,286 — was 
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registered in New South Wales and a 
further 1,557 in Victoria; there were 
also 427 members residing overseas. 
Mr E. H. Burgess, F.c.a.(AUST.), 
of Adelaide, South Australia, has been 
re-elected President of the Institute 


for 1973-74- 


Copies of Notices 
of Assessment 


Ao GE which has been urged 
by the accountancy bodies for 
some years is to be adopted by the 
Board of Inland Revenue from April 
6th, 1974. From that date, the Inland 
Revenue has agreed to provide tax- 
payers’ agents with copies of notices 
of assessment under Schedule E and 
other categories, e.g., Cases III to VI 
of Schedule D, Schedule A, Schedule 
B and the rest of capital gains tax. 

This arrangement does not extend 
to such documents as notices of coding 
or returns. 


Accountancy in 
the Commonwealth 


A ies i practising in the 
South Pacific area are reported to 
have welcomed a recent joint initiative 
by the New Zealand Society of Ac- 
countants and the Commonwealth 
Foundation, in funding a lectureship 
in accountancy at the University of 
the South Pacific. The incumbent’s 
primary objective, it is stated, will be 
to develop over a three-year term ‘a 
kind of superior book-keeper capable 
of filling gaps in the economy brought 
about by the sudden growth of 
tourism. new hotels, new import- 
export firms, small commercial houses 
and the like’. 

The new diploma course is geared 
to the particular needs of the South 
Pacific area, including the islands of 
Fiji, Western Samoa and Tonga; 
and, while it is unlikely on present 
indications to be recognized else- 
where, it is expected to provide its 
holders with ‘immediate and worth- 
while openings’. The experiment, the 
Foundation’s trustees suggest in their 
latest report, could well be copied in 
other fields and countries as a means 
of optimizing scarce resources. 

Substantial sums have also been 
voted by the Foundation in recent 
years, to fund lectureships in ac- 
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countancy in the Universities of 
Mauritius and the West Indies, and 
to inaugurate the Kenya Accountants 
and Secretaries National Examination 
Board. On the other hand, less than 
half of the £3,650 sanctioned for the 
assistance of delegates from India, 
Sri Lanka, Ghana, Malta, Malaysia, 
Singapore and British Honduras to 
the 1972 International Congress of 
Accountants has been taken up. 

Previous reports of the Foundation’s 
interest in stimulating the growth of 
independent professional organiza- 
tions in the emergent Commonwealth 
nations were featured in The Account- 
ant for December 30th, 1971, and 
December 7th, 1972. 


Cutstanding Year for 
Chartered Secretaries 


HE year 1972—73 was one ‘out- 

standing in the annals of the 
Institute’, according to Mr T. E. D. 
Mason, B.COM., F.C.1LS., F.C.C.A., Presi- 
dent of The Institute of Chartered 
Secretaries and Administrators. 

Combined student registrations for 
the UK and overseas divisions of the 
Institute totalled 7,663 for 1972-73 
compared wit’ 6,580 in 1971~72. At 
July 31st, the Institute’s total strength 
was 43,989 members, 743 licentiates 


Towards the 


Cee. reading for Treasury 
Ministers and Civil Servants has 
included, for some years past, the first 
of each year’s batch of pre-Budget 
representations. Among the first to 
guide Mr Barber’s thoughts for 1974 
have been the Institute of Taxation 
and the Association of British Cham- 
bers of Commerce. 

Though both sets of representations 
have been to some extent overtaken 
by subsequent events, the ABCC is 
assured of widespread sympathy in 
calling for ‘more evidence of deter- 
mination to tackle the basic causes of 
inflation . . . persistence in extrava- 
gance, and financing that indulgence 
by means of a growth of money supply 
which has lost all relation to the rate 
of growth or productivity must surely 
be major contributory causes which 
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and 28,513 registered students. Con- 
gratulatory messages have been sent 
by the President and Council to four 
members of the Institute who have 





Mr T.E D. Mason . 


completed the remarkable record of 
70 years’ membership — Messrs I. E. 
Brown, F.c.1.s. (Birmingham), H. W. 
Jennings, a.c.1.s. (Bexhill), H. E. 
Fern, F.c.1.s. (Barnet), and A. E. 
Johnston, F.c.1.s. (Edinburgh). 

The report also records with regret 
the deaths of Sir Leslie Gamage, M.C., 
M.A., F.C.1.8., President of the Institute 
in 1941; and of the Rt Hon. Lord 
Cohen, chairman of the former Com- 
pany Law Committee and one of the 
Institute’s two honorary members. 





Next Budget 


it is within our power to control’, 

The Institute of Taxation lays con- 
siderable emphasis on the effect of 
‘complex and imperfectly understood 
anti-avoidance measures’, in particular 
sections 451, 460, 478, 487 and 488 of 
the Taxes Act 1970. Save in relation 
to section 460, there is no means at 
present for a taxpayer to ascertain in 
advance whether the Inland Revenue 
regard a particular transaction as 
falling within the provision in ques- 
tion; and even under section 460, it 
is alleged, ‘the Revenue sometimes 
operate the procedure in such a way 
as to leave the taxpayer in doubt as 
to whether the transaction with which 
he is concerned is in fact caught by 
the section’. 

Anti-avoidance provisions, it is 
argued, should contain in all cases a 
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uniform, fair and easily-worked clear- 
ance mechanism. On the other hand, 
Somerset House has previously main- 
tained that powers to protect the 
Revenue against complex avoidance 
schemes are inevitably themselves 
complex, and that it is no part of the 
Department’s functions to help people 
away from paying tax.’ 

A central feature of the ABCC 
representations is an annual review of 
tax allowances and of capital gains 
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tax, to take account of the effects of 
inflation. The Association also stresses 
the desirability of ‘harmonizing rates 
of estate duty downwards towards 
European levels, if a flight of capital 
is to be avoided when full monetary 
and economic union is achieved in 
the EEC by 1980’. 

Much has been heard of late of ‘the 
unacceptable face of capitalism’; the 
train drivers’ campaign of non-co- 
operation (essentially a squalid little 
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inter-union dispute, provoked by a 
minority jealous of its traditional 
élitism) indicates that labour also may 
stand in need of a little cosmetic 
surgery. As the ABCC says, ‘social 
benefits for the families of strikers 
should be confined to cases of genuine 
hardship. To require taxpayers who 
are themselves often the worst 
sufferers from strikes to compensate 
strikers for self-inflicted wounds is 


contrary to all reason and justice’. 





THIS IS MY LIFE 


Forlorn Hope 


by An Industrious Accountan 


RE office manager headed a departmental deputation 
of good Samaritans. Our erstwhile Ball of Fire was out 
of work and in pretty bad shape, they announced in worried 
tones. They’d chatted up their colleagues and their recom- 
mendation — admittedly far from unanimous — was that we 
re-engage him. 

I remembered the BOF as a highly efficient cost man with 
us until that hapless day, nearly five years ago, when he 
departed without notice and without trace . . . leaving a 
scattering of dishonoured cheques behind him. He’d got 
us some bad publicity. There were court proceedings, an 
added charge for assault, a half-hearted plea for leniency 
as a first offender, till finally a kindly uncle paid up for him. 
Since then, the culprit had gone downhill from job to job. 

It was daft to select this tarnished confidence-trickster 
before several good candidates, I protested, but the deputa- 
tion was obdurate. An old friend, they urged, fool more than 
knave, on his uppers, promises to reform, don’t kick him 
when he’s down, give him a break... . 

I didn’t fancy presenting these washed-out platitudes to 
the directors’ indignant gazes. Besides, I’d never really liked 
the BOF. 

He was lurking in the car-park later. He hadn’t changed; 
tall, with eyes narrowed suspiciously and the shadow of a 
sneer, asking whether the others kad made his case for him. 
I opened the door, and said I’d rather hear it at first hand. 

In the car he muttered a reluctant, grudging tale of 
omestic discord, an incompatible father, whisky, dolls, 
d bad luck at poker. The words almost choked in his 
roat; he was hating everything he said, and hating me 
ore for listening. He had more sense now; he’d make a go 
f it if he got half a chance, he finished, with a damn-your- 
eyes growl. Even allowing for his hurt pride, I disliked him 
more than ever. ; 










But somewhere deep down my conscience was stirring 
uneasily. Personal incompatibility, it muttered, like the 
fiowers that bloom in the spring, tra-la, had nothing to do 
with the case. How come all this smugness? Why hang the 
lame dog on the stile? 

He produced a bundle of references, the usual mixture 
of false enthusiasm and hand-picked adjectives, complimen- 
tary but nebulous. I scanned them, mentally picking tactful 
words to refuse his appeal. “These letters aren’t worth a 
curse, and we both know it’, he said, tight-lipped. 

His bluntness broke the spell. ‘Some clot who knows 
your past would needle you’, I said. ‘You’d want the hide 
of a rhinoceros and a shut mouth, and be better than 
excellent, even if I can persuade Prinny.’ He said roughly 
to tell the beggar it was Christmas; but his hands were 
quivering in his lap. 

He’s not the traditionally grateful beneficiary; his 
trustworthiness is the toss of a coin, and the deputation 
won’t pick up the tab if he slips. So now, with mixed 
feelings, in to tackle Prinny. 
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Advance Corporation Tax 


Forced Loans May be Minimized 


by A TAXATION CORRESPONDENT 


The expression ‘advance corporation tax’ (ACT) is something of a misnomer 

for the true character of this impost is that of a forced loan. 

This has been an instrument of fiscal policy in many countries, but it was perhaps 
not until the advent of selective employment tax that the Government overtly 
took to demanding ‘subs’ on account of future revenue. The beauty of this 

form of government borrowing is that no interest is payable and, with any 


luck, repayment to the taxpayer can be dispensed with. 


Ale step to effective tax planning is the recog- 
nition of the fact that ACT is the company’s own 
money, the use of which is being denied to it for no 
real reason. The circumstance that some gross funds, 
widows and orphans may obtain grants from the govern- 
ment in the form of tax credits has little relevance. 

The further fact that most individual taxpayers are spared 
tax at the basic rate on their dividend income is even less 
relevant, especially where higher rate taxes are levied on 
the imaginary uplift which a tax credit represents. This is 
readily noticeable when considering the position of non- 
residents not entitled to a tax credit. 


Deferred distributions 


The most effective means of escaping ACT in real terms 
is to defer the making of distributions. The 81st annual 
report of Brooke Bond Liebig Ltd includes the following 
statement: 


“The board is also proposing a short postponement of the 
dividend payment date, which is normally just before 
Christmas, until January 4th, 1974. We shall save a useful 
amount in interest on the tax bill of over £800,000, the 
payment of which will be deferred by three months as a 
result of this postponement.’ 


This result stems from the terms of Schedule 14 to the 
Finance Act 1972, which requires returns to be made for 
calendar quarters, supplemented by returns for the two 
halves of a calendar quarter broken by an accounting 
date other than March 31st, June 30th, September 30th 
and December 31st. A company making up accounts to 
January 31st will therefore need to make five returns, the 
first going up to March 31st and the last to January 31st 
following. 

If, however, the period for which accounts are made up 
does not coincide with the accounting period as defined 
by section 247 of the Taxes Act, it will be necessary to 
conform to the dates which mark the accounting periods. 
A company which extended the date of its usual yearly 
accounts by one month would have to make a separate 


return for the accounting period represented by that extra 
month, and two returns if it straddled the end of a calendar 
quarter. 

If we assume the case of a company making up its | ac- 
counts regularly to March 31st (the financial year, ‘for 
corporation tax) with profits of £66,666 and ignoring the 
transitional provisions, there will be a corporation tax 
liability of £33,333 (assuming a rate of 50 per cent) in the 
following January. The profits of the financial years ending 
at March and available for distribution each amount to 
£33333. If there is a regular policy of declaring a single 
dividend in the following autumn to absorb those profits, 
the company will be out of pocket for twelve months in 
respect of the related ACT (£14,286, at three-sevenths) 
and the disadvantage would be accelerated if an interim 
dividend is paid. 

If the dividend for the year ended March 31st, 1974, is 
paid in the autumn of 1975, together with an interim of 
£13,333 for the next year, the company will be no better 
off. Deferment in isolation is unrewarding. An advantage 
begins to emerge when the maximum recovery is ex- 
ceeded. These proposed dividends in the autumn of 1975 
would require ACT of £20,000 which is 30 per cent of 
£66,666 (the amount of the profits of the financial year 
ending at March 31st, 1976, subject to corporation tax, 
but exclusive of chargeable gains). 


Illustrative pattern 


If, therefore, we assume that the dividends paid in the 
autumn of 1975 comprise a final of £33,333 for the year to 
March 31st, 1974, and a final of £33,333 for the next year, 
together with an interim of £26,666, for the year to Marc 
31st, 1976, the total ACT exigible amounts to £40,004 
As before, £20,000 is left in pawn to the Governm 
until twelve months later; but the excess £20,000 is match: 
with that proportion of the corporation tax falling due fo, 
payment in January 1976. 

Subsection (2) in section 85 of the Finance Act 1974 
restricts the set-off allowed by subsection (1). The latter - 
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says that ACT paid (and not otherwise repaid) in respect 
of any distribution made in an accounting period (AP) is 
to be set off against the company’s liability to corporation 
tax on any income (that is, profits excluding chargeable 
gains) so as to discharge a corresponding amount of that 
liability. Hence a payment of ACT within fourteen days of 
December 31st, 1975, can discharge part of the corporation 
tax due in January 1977. 

Subsection (2) restricts that set-off to 30 per cent of 
the income for the year ending March 31st, 1976, which, 
as assumed above, amounts to £66,666 — or, more accurately 
expressed, the restriction is represented by the theoretical 
ACT ascribable to a notional dividend at the end of March 
1976 equal to that income (less ACT) theron. 

Subsection (3) of section 85 allows the excess ACT to 
be treated as if it were antedated so as to fall back into the 
most recent previous AP, but not into an AP beginning 
more than two years before the AP of which the carry- 
back of ACT is in question. Hence the excess £20,000 ACT 
thrown up in the AP ending at March 31st, 1976, can be 
treated as paid in the year to March 31st, 1975. 


Effective date 


As Ko-Ko observed in The Mikado, when the law says 
‘Let a thing be done’, it is as good as done. Here the excess 
ACT generated by the high level of dividends paid in the 
autumn of 1975 has been treated as paid in the financial 
year ending at March 31st, 1975 — and, if that is so, why 
not say so? We now have ACT paid in the year to March 
31st, 1975, which can be set off in full against the cor- 
poration tax due in January 1966 of £33,333. 

Tf the interim dividend had been raised from £26,666 
to £33,333, then the further excess of £6,667 would have 
related to it ACT of £2,857. In Gilbertian EN this was 
paid in the year ended March 31st, 1974, so as to rank for 
set-off against the corporation tax paid in January 1975, 
and a refund is clearly due. That is a bonus for the tax 
planner. 

However, the rule of thumb which one might theoretic- 
ally extract is that a company distributing profits in full 
should phase the distribution in alternate years, or over 
longer cycles if the smallest possible amount is to be left in 
pawn to the government. Of course, there are many cir- 
cumstances which influence dividend policy; but the fore- 
going pattern is not necessarily impracticable, and share- 
holders must stand to benefit if funds are employed in their 
company rather than in the Treasury 

It is hoped that the point has now been taken that the 
privilege of carry-forward for the basic set-off or subsequent 
use of ACT when an appropriate liability to corporation tax 
emerges is a privilege which is little more than the delayed 
repayment of a forced loan. Hence special interest attaches 
to the possibilities of eliminating the period of loss of use 
of ACT, and it is for this reason that the amendment of 
section 92 of the Finance Act 1972 by Schedule 13 to the 
Finance Act 1973 is of great significance. 

As indicated above, the neutral position where current 
ACT is matched with approximately current corporation 
tax can only be achieved by a high level of current ACT 
sufficient to swamp the section 85 (2) limit expressed in 
terms of the income of the current AP. Because that limit 
is higher than the level of distributions which can be 
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regularly attained by reference to a company’s own 
profits, a prime step in tax planning is to swamp the 
selected subsidiary with surrendered ACT of the parent 
up to the section 85 (2) limit, thus setting free the subsid- 
iary’s own ACT to be matched with its own corporation 
tax of the previous two APs commencing not earlier than 
two years before the current AP. 

Section 92 (1) has been amended to provide the general 
authority for surrender. It now says that where a company 
(‘the surrendering company’) has paid ACT in respect of 
its own distributions in an AP, it may surrender as much as 
it wishes of that amount (if not otherwise recovered) to 
such of its qualifying subsidiaries as it chooses. The 
definition of ‘subsidiary’ is now restricted by reference to 
the additional criteria formulated in connection with group 
relief, and designed to preclude effective multiple owner- 
ships. The benefit of these choices is strengthened by an 
enlarged six-year period within which to establish the 
requisite claims. 

A new subsection 3A BE the rule indicated above, 
which allocates the surrendered ACT towards the current 
income standard, thus setting free native ACT for carry- 
back. Excess ACT surrendered ~ that is, in excess of 
current use possibilities — can only be carried forward. 

The right to carry excess surrendered ACT forward in 
the subsidiary is valuable, but it lends urgency to the tax 
planning of the group. Unless surrendered there can be no 
subsequent transfer of a parent company’s surplus to a 
subsidiary. Once surrendered, the surplus carried forward 
cannot be recaptured or transferred to another sub- 
sidiary. But a failure to put in a claim promptly could 
defeat the object of the exercise by leaving hard cash ACT 
lying around idle while the corporation tax bill remains 
to be met. 


Franked investment income 


If surrenderable ACT invites a comparison with the SDRs 
(standard drawing rights) of the monetary world, then 
franked investment income may be likened to gold in store 
at Fort Knox. A surplus of franked investment income can 
be sterile, and this medium is best used to cushion the 
swings and roundabouts of profits and losses. 

In the case of a group where the parent company is 
permanently in deficit both in terms of expenditure and 
distributions, there is scope for using franked investment 
income from subsidiaries as a means of retrieving the ACT 
content of corporation tax paid by subsidiaries. If fluctua- 
tions in profits can be expected over a three-year cycle, 
it will be seen that the time to swamp a subsidiary is when 
it is at the bottom of a cycle, thus ensuring minimum 
deferment of the benefit of surrendered ACT (normally a 
year or so). If the group is in a trough, then the subsidiary 
with the highest previous profits, and preferably one 
starved of distributions, will be the company best placed to 
generate an acceptable tranche of franked investment 
income. 

As an alternative to franking distributions, the parent 
company may recover tax credits by setting off its un- 
relieved management expenses, bearing in mind that the 
immediate recovery of 30 per cent can later be given up in 
exchange for relief at the going rate of corporation tax of 
the parent company. 
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The VAT Man Cometh 


by EDWARD H. STANFORD F.C.A. 


qe call came through on a Thursday —or was it Wed- 
nesday? I cannot remember, as it did not seem important 
at the time. ‘This is the Customs and Excise VAT Odice, 
and I would like to make an appointment for my colleague 
to call on you next week to inspect your records.’ The full 
import did not sink in until later. 

Two days later, or rather two nights later, I lay awake 
and the doubts began to creep in. Perhaps my resistance 
had been diminished by a freezing evening and night when, 
in anticipation of fuel cuts, our local electricity area had 
its annual breakdown. The middle of the night in the 
winter is not the best time for logical thought. 

Why should Customs and Excise be interested in my 
meagre records? After all, I have only a few clients, and 
my output barely exceeds the amount required for 
registration. Several of my clients had been collecting 
substantial refunds since April, and they had not had their 
records inspected. I had actually sent the computer a 
cheque, small admittedly, but with very fewinputs claimed. 
The small amounts on Stationery Office invoices, calculated 
to three places of decimals, had not fitted into my accounting 
system, as they were charged against my deposit. Had I 
made a false return by omitting these? 


Dark designs 


Why had a colleague and not the inspector telephoned? 
Could he not speak the local dialect? How would he 
understand a chartered accountant’s book-keeping system, 
and would he understand about work in progress at 
March 31st, 1973, being free of tax, even if not reflected 
in the annual accounts? 

Perhaps the whole thing had nothing to do with Customs 
and Excise anyway, and was some foul design to gain access 
to my home — where my office is situated, and which is in a 
small hamlet with open country at the rear — merely to ‘case 
the joint’. In any case, if it was a genuine visit, 
I had better see that the inspector saw only 
what he should see. I would not wanta follow- 
up visit from the Waterguard Division. 

Should I keep De Voil prominently dis- 
played to show that I knew a thing or two, 
or should I pretend to be innocent of all 
knowledge? These and many other questions 
troubled my fevered (or frozen !) brow as I lay 
sleepless through the night. In view of the 
stories circulating in the profession, regard- 
ing our new adversaries, it is possible that a 
true record of the visit might be of interest 
to my professional colleagues, as they advise 
their clients what to expect. 

‘The inspector was very punctual. Perhaps 
he follows my plan; try to be early, then wait 
round the corner until the right time. 
After greeting him, I asked to see proof 
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of identity, which he produced in the form of a small card 
issued by Customs and Excise, bearing his photograph. 
He said that he had a more detailed document in his 
case, but I was satisfied. He had been with the Depart- 
ment for over 20 years, and had dealt with purchase tax; 
his ancestors could have been in the country as long as 
mine. 

I inquired how I came to be chosen for the honour of a 
visit, and he explained that it was partly educational (his 
words); he had not picked me out, but my file had been 
sent up from the central computer or something like that. 
It seems to operate on the same basis as ERNIE. Some- 
times a copy of the VAT return is sent; sometimes the 
original; sometimes both. 

After discussion generally, during which I pointed out 
that I did advise clients on VAT, my registration certificate 
was produced for checking agiinst his records. As they 
were both produced presumably by the same computer, 
no doubt this was considered a reasonable precaution. 

He mentioned that I had estimated certain figures of 
output on my application form, but my first return did 
not seem to fit in with this. I drew his attention to work 
in progress, whick would have been included in bills 
issued since April, but which did not figure in output 
records. The basis of allocating the first bill on a time basis 
was agreed. 

My copy bills were looked at. They were based on the 
suggestions of the English Institute, and are not very 
informative as regards the nature of the work done. My 
day book lists the bills in order of date, and has columns 
for total bill, VAT, standard rate fees, exempt receipts 
(commissions), pre-April fees and disbursements. I found 
from experience that an input day book was an unnecessary 
complication, so I use an analysed payments book, in- 
corporating a column for VAT. 
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The inspector looked at the paid accounts, noting that 
they were filed in order of payment, and bearing the cheque 
number, which I use as a payments reference. I have 
advised my clients to do this, and the inspector commended 
its usefulness. He also commented on the variety of bills 
received for counter-purchases, which made me mention 
the difficulty in persuading clients that to reduce VAT- 
inclusive: price to VAT-exclusive price one has to deduct 
1/11th and not 1/roth. He answered that he had found 
the same difficulty with purchase tax claims! 


Recommended rulings 


At this stage it seemed a good time to show him the 
ruling I had recommended to several farming clients, and 
the method of dealing with commissions and expenses on 
account sales. This was based on the recommendation 
in the NFU booklet and incorporates ‘contra’ columns. 
As the sales notes and statements issued by the agents 
varied considerably, I had prepared a sales note summary 
fórm which would suit all cases, and throw up the totals 
required to be entered in the columnar cash-book. The 
clients concerned have found this very useful. 

The visitor provided me with up-to-date booklets 
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relating to VAT Appeals Tribunals, as De Voil (which was 
in full view) is not up to date on these. I mentioned that, 
having managed to be in practice for nearly 30 years without 
attending an Inland Revenue Commissioners’ Meeting, I 
was not anticipating attendance at VAT Tribunals. 

The whole visit was on a friendly level, and my wife was 
surprised to hear hearty laughter sounding forth on 
occasions. I felt that, had I had any problems, they would 
have been settled in an amicable manner. 

In fact, I did actually profit from the visit; I had missed 
a point of vital interest to my own affairs. So far as clients 
were concerned, the matter was dealt with differently, 
so they had not suffered. 

Paragraph 29 of Customs and Excise notice 701 now 
states that where a car is used partly for business and 
partly for private purposes, the tax on repairs and main- 
tenance costs borne by the business need not be appor- 
tioned between business and non-business use. I had been 
carefully dividing all bills in the proportion agreed with 
the Inland Revenue — but now I could put through an 
adjusting entry and reclaim the balance of VAT on my 
repairs bills since April rst. I shall increase my input 
claim by £1-94, which will help pay for the hour spent 
with the VAT man. 


The Price of Survival 


Apart from the oil crisis, living on tick and borrowing from Peter to pay Paul, says 
MICHAEL GREENER in effect, are basic causes of our present state of adversity. 
He points accusing fingers at bankers, accountants, and the common man. 


HAT the state of the economy, let alone the nation, 
leaves much to be desired is something of an under- 
statement. The central problem, as we are repeatedly 
informed, is that of a creeping inflation — perhaps ‘gallop- 
ing’ would be a more fitting adjective. What is being done 
about it? The present prices and incomes policy is about as 
effective in calming the raging economy as would be a 
lollipcp to the proverbial china-shop bull. It sweetens 
the taste in the mouth but in no way mitigates the damage. 
As a country at one time head of a large, if not always 
glorious, empire and now the — albeit scarcely tolerated — 
leader of a vast commonwealth, Britain might reasonably 
be expected to behave as the doyen or father-figure. 
Instead, it is acting as the profligate youngest son, spend- 
thrift and dissipated. The Government has attempted to 
apply a bridle, economically, by the imposition of punitive 
interest rates. Bank rate — call it what they will — is at a 
level that would not have been thought possible, let alone 
tolerated, 20 or more years ago. Other interest rates have 
leapt in sympathy; but still inflation marches relentlessly 
on. The question that seems to be in need of an answer is 
‘Are we even seeing the problem, let alone tackling it?’ 
Between February 1971 and August 1973, advances by 
the clearing banks alone have more than doubled. Those 
labelled as ‘other personal’ have multiplied four times, and 


at a figure of £1,851 million are not only 14 per cent of 
the total but are considerably higher than the advances 
to any particular section of industry. It is true that in the 
year to August last the increase in total advances was a 
mere 35 per cent, as against 53 per cent in the preceding 
twelve months, but on the personal front the fall 
was only from 60 to 54 per cent. This indicates that present 
policy, if it is having any effect at all, is having it where it 
is likely to do the most damage. Rather than putting a 
brake on demand, it is seriously hampering the efforts of 
suppliers by reducing the portion of credit afforded to 
industry. 

How is the manufacturing sector to survive, let alone 
expand to meet the EEC challenge, in conditions such as 
these? That sector, above all others, needs to borrow 
heavily. A great part of it is effectively living on borrowed ` 
money. The short-term debt of British Leyland at Decem- 
ber 1972 was £120 million, of which about Zoo million was 
in the form of bank overdrafts. ICI was heavily in debt; 
as also were GKN, Vauxhall, Bowaters, Courtaulds. 

The essential point to bear in mind is that companies 
like Leyland, ICI and GEN are not even approaching 
the state where they can afford to pay prevailing interest 
rates. It is hardly good thinking to borrow at 18 per cent 
when you are only earning 5 per cent or less. 
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At December 1972, the return on capital of these three 
companies varied from around 4 per cent in the case of 
the first, to around 8 per cent in the case of the last (after 
adjusting for inflation). What is more, it is not just a 
question of how much it costs to stand still; heavy invest- 
ment in plant means continual replacement at ever-in- 
creasing prices. Assuming — optimistically if one considers 
the obsolescence factor — that the life of plant is ten years, 
then in the next ten years Leyland is going to have to find 
about £540 million and ICI £2,560 million, not to mention 
additional working capital — and this without allowing for 
expansion. It is assumed, in stating these figures, that the 
present rate of inflation amounting to 50 per cent in ten 
years is to be reflected in plant prices. 


Beyond our means 

As a nation, the British people are living far beyond 
their means. In the two years to August 1973, industrial 
production rose by about o per cent. In the same period 
bank advances alone increased by 100 per cent and more — 
mostly, as has been seen, on the personal front. Surely 
the present way of tackling the problem presented by 
figures such as these is as futile as the search for the White 
Whale, and might end quite as catastrophically. 

To state the obvious, money — in the form of credit — 
is being churned out at a rate that so far exceeds the 
goods and services available that it would be laughable 
were it not so serious. To attempt to prevent this by 
raising interest rates to an absurd level, does little to dampen 
the ardour of the consumer but rather encourages him to 
demand higher wages to pay the price of borrowing. In 
this way it feeds an inflation already made savage by the 
increased costs to industry in raising capital. 

It may be reasonable to tie wages to the cost of living, 
but to the cost of living on cash, not on credit. The major 
problem is that the cost-of-living figure has become quite 
unusable as a guide. Goods, particularly consumer durables 
(so far as anything in present-day society can be given that 
title), are becoming standard requirements for the average 
man when they have no right to be. Once the standard of 
living is gauged by how much the man-in-the-street 
buys on credit, the whole financial structure of the economy 
is thrown into chaos. 


Can nothing be done? 
Is there nothing that can be done? Must we stand on the 
sidelines whilst the party in power rings its many bells 
in a glorious hunt of the Snark, and the opposition party 
stands in destructive anger like the enraged Heathcliffe? 
The problem, at first sight, may seem insoluble; but is 
it? Must we really live out our time in ‘a charmed circle 
of everlasting December’? The principal requirement 
would seem to be that production should be encouraged, 
while demand is suppressed; that personal greed should 
come second to industrial efficiency. The second objective 
which will be shown, in effect, to be a function of the first, 
is to put an end to the dominance of the wage-price spiral. 
The first part of the problem, it is suggested, could be 
solved, with reasonable effect, by the introduction of a 
two-tier rate of interest — with, of course, all the necessary 
safeguards this would entail to prevent money being 
borrowed at one rate and lent out at the other, Whilst a 
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stranglehold must be maintained over personal credit, it 
is essential that industry should be able to raise necessary 
funds at rates it can afford. (Obviously it would be essential 
to define the terms in order that funds were not as easily 
available to the bingo hall promoter as to the manufacturer 
of steel.) This measure, if enforced, would have a con- 
siderable effect on the second problem. If personal credit 
is draconically restricted, then the apparent cost of living 
must of necessity fall. This being so, the primary reason 
for pressing wage or salary claims would disappear. 

We predicate the use of common sense, but if there is no 
such thing then one might as well give up trying. These 
suggestions do not pretend to be a solution; they are merely 
indications of the direction in which to move. 

It remains to be asked: ‘Who are the villains?’ Who, 
in effect, is responsible for the present state of emergency 
and chaos. It is suggested that there are three culprits and 
in this inverse order: first, the banks, who have been so 
successfully instrumental in bringing about the expansion 
of indiscriminate credit facilities ` secondly, the accountant, 
who by virtue of his unwillingness to take account ‘of 
inflation has for so long been producing such misleading 
figures relating to return on capital employed and on share 
capital invested. 

Thirdly, and most innocently damaging, there is the 
man on the Clapham omnibus, so stuffed with lotuses 
that he does not realize the reason we are not a ‘two-car 
nation’ has nothing to do with the distribution of wealth, 
but arises on the one hand because we are a civilization 
that has lost its ethic; and on the other, because one cannot 
live on an ever-increasing overdraft without incurring the 
penalty of the frog in the fable. If he remains blind, the 
whole economy will collapse — and then may God help him. 


VAT TRIBUNAL DECISION 


Sub-Postmaster Need Not Register 


EK under Post Office rules is ‘employed 
under a contract of service’, the Leeds VAT Tribunal has 
ruled, and not compulsorily registrable for VAT. Group 3 of 
Schedule 5 to the Finance Act 1972 exempts from VAT ‘the 
conveyance of postal packets by the Post Office’, and ‘the 
supply by the Post Office of any services in connection with 
the conveyance of postal packets’. 

Post Office rules, as the Tribunal found, ‘are comprehensive 
and call for strict adherence to them, resulting in close control 
over the appellant. Some equipment is provided by the Post 
Office, without which it would be difficult or impossible for the 
appellant to discharge his duties. . . . So long as he carries out 
his duties with reasonable efficiency, he has little control over 
the amount of work which flows through his sub-post office’. 
There were no aspects of the relationship between the appellant 
and the Post Office which were inconsistent with that of master 
and servant. 

The Tribunal also considered itself bound by In re Roberts’ 
Application ([1939] TLR 81; [1939] 4 All ER 269), in which 
the terms and conditions of employment of a sub-postmaster 
were closely examined by Branson, J. Costs of £310 were 
awarded to the appellant ‘on account of his costs of and inci- 
dental to this appeal’, in respect of counsel’s fees, solicitors’ 
fees, costs and disbursements. 

Rickarby v. Customs and Excise (Tribunal reference 
LEE/73/24). 
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COMPLETELY INDEPENDENT PROFESSIONAL ADVICE ON PENSION PLANNING 
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Best value 
in Hatton Garden 


the £93 000,000 society 


3 Full Retail Price £92 00 


Less discount £37.00 j: ' with the ‘per sonal’ touch 


i, Se Actual cost £55.00 
Did you Kéi that MAPLE JEWELLERY have ` LEEDS & 
the biggest, most varied selection of Diamond Ringsand : f 
Jewellery, at 30% to 50% below normal retail S 
prices? (40-50% off Diamond Jewellery — 30-35% 
off Gold Jewellery) How can we genuinely ( 


do that? Simply by manufacturing Jewellery in ge BUILDING SOCIETY 
our own Workshop on the Premises, and selling d 


DIRECT to YOU; saving wholesale/retail mark-ups Cates 8 Head Office: HOLBECK HOUSE, 
that usually get passed on to the Customer! 4 
VISIT OUR SHOWROOM, and see for yourself f4 i 105, ALBION ST., LEEDS LS1 SAS, 


why such a large number of our Customers 


come back, and recommend us to others. ££ (E Si $ London Office: 73 KINGSWAY, LONDON W.C.2. 
Free colour catalogue on request. SFA ET 
10, Hatton Garden, London EC1. Ka 
Tel: 01 405 6596 ES EE Member of the Building Societies Association. 
i Sëll Authorised for Investment by Trustees. 
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announce that two new partners are 


joining the firm after many years of close KN OWLEDG E 


association. They are Pelser, Hamelberg, = 
van Til Registeraccountants of Holland Fourteenth Edition Pe 
and Hancock Woodward & Neill R. E. G. Perrins, F.C.A. 


Chartered Accountants of Australia. This book is written for the beginner and accordingly it 
assumes that the reader has no previous knowledge of the 
McLintock Main Lafrentz — International subject. 


hi lling th Consequent upon the introduction of decimalisation, the 
is a partnership controlling the illustrations have, where appropriate, been decimalised. 


international accounting work undertaken In addition effect has been given to recent changes in 
in some 30 countries throughout the world. legislation. The opportunity has also been taken of 


£ segregating the subject-matter on overseas trade and 
The present partnership i is made up o finance by the introduction of a new chapter, while the 


Thomson McLintock & Co., Chartered section on banking incorporates the new policy on 
A tants United Kingdom competition and credit control. Other topical matters dealt 
R ee X s AANI with include the new short-term money markets. Special 
Main Lafrentz & Co. Certified Public Drawing Rights and Value Added Tax. 
Accountants United States of America Price £2-50 Post free £275 
and Riddel Stead & Co., ` ( ú ) 
Chartered Accountants Canada. H E L. Publishers Ltd 


9 Bow Street, London WC2E 7AL 
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Plain Talk on 
Business Jargon 


by BARRY MAUDE 


ERE is an extract from a company’s annual report: 
‘Contract tendencies during the périod under review 
continued the downward drift which had manifested itself 
„at the commencement of the second quarter. Various financial 
measures have subsequently been taken by the different 
companies involved; it is hoped that these will allow capital 
expansion and so succeed in effecting an improvement in the 

group’s trading position during the current financial year.’ 


Are the shareholders actually expected to read this, or has 
it been written exclusively for City consumption? The 
writer seems to have been locked in a boardroom all his 
life, completely cut off from ordinary people. The basic 
message is there but it’s buried in jargon and dead ab- 
stractions ~ ‘tendencies’, ‘manifested itself’, ‘various 
financial measures’. 


Here is an extract from another report: 

‘Highlight of the year has been the Ford Granada range 
of cars. They were well received and sold steadily from the 
start. Car sales have increased during the year, likewise the 
number of used vehicles sold. The Parts and Service Division 
had a good year. But the current year will be difficult and 
profits will be hard to find.’ 


Board-oom jargon has been left behind. The style is simple 
and direct, the thought stands out sharply. This report will 
be read and understood by the people it is meant for — 
the shareholders and the public. 

The annual report is an opportunity to explain the 
company’s progress, plans and policies to the share- 
holders, employees and the community at large. But to do 
this it needs to be plain in language, sprightly in presenta- 
tion, and to avoid all traces of business jargon. 


Jargon blurs thought 


Thinking business jargon is more dangerous than writing 
it. For it blocks clear thinking and surrounds the problem 
with a kind of insulating-pad which rules out imaginative 
approaches. Only by avoiding the abstruse and over-used 
phrases can problems be viewed freshly and possible new 
solutions found. 

Business jargon reduces understanding. In a study of 
478 managers in Scottish industry, fewer than 10 per cent 
of the specialist words and phrases commonly used in 
industry were satisfactorily understood. 
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When a team of researchers tried to establish what three 
groups of people — industrial psychologists, personnel ad- 
ministrators and foremen — accepted as the meaning of 
several words commonly used in industry, they found that 
none of the words produced a single agreed definition. 
Even within each group interpretations varied greatly. 
The words were: 

‘attitude, communication, opinion, policy, personnel, pro- 

ductivity, practice, profit, quality, relations, research, scrap, 

security, standard, supervision, training, turnover’. 


Words like these form a kind of verbal rococo in whose 
curlicues the reader gets hooked. 

Look at this simple example: ‘It, is now company policy 
to increase productivity’. To the manager this means: 
the board intends to produce more goods by means of 
improved technology. But to the worker it means: a new 
company regulation requires you to produce as many goods 
in less time. Moral: choose your words with care and 
define every doubtful phrase. 

If a great deal of technical jargon has to be used in 
company communications, why not compile a terminologi- 
cal dictionary for use by employees? 


When jargon spans levels 


People at the same level tend to use words in the same 
way and with the same meanings. Thus two managers 
flinging jargon at each other may understand each other 
fairly well. But when a jargon-riddled message spans 
different levels, the risk of a communication breakdown 
is severe. 

Similarly, occupational jargons may speed up communi- 
cation between like-minded specialists, but to non- 
specialists, or to specialists in another discipline, they will 
seem to be mumbling an arcane lingo which nobody 
understands. 

This may be an advantage when the writer wishes to 
conceal his meaning from the receiver (company politics) 
or from himself (neurotic manager). But at other times 
stark simplicity is the best form of shock tactics in the 
war of words. Language is not working properly when it 
repels the reader and blurs the message. 

Some managers use jargon with the idea of adding 
dignity and importance to their communications. That is 
why they talk about ‘parameters’ instead of limits. Why 
ideas are ‘meaningful’ and people have ‘charisma’. Why, 
‘hopefully’, ‘extrapolations’ are made in order to ‘maximize’ 
‘cost-effectiveness’ in ‘market conurbations’. 

It’s easy writing like this because in-words can be strung 
together in almost any combination and still form ‘viable’ 
sentences. What usually isn’t so viable is the thought 
contained within the sentence. This is usually pretty 
blurred. 

‘Efficiency will inevitably be adversely affected unless 
there is a considerable modification of existing attitudes...’. 
It is easy to write because the words have such wide and 
uncertain meanings. They are the sort of words that rise 
to the top of a tired brain. Yet some managers use them all 
day long. 

Maybe some managers are incapable of expressing them- 
selves directly and simply. R. D. Laing has described the 
kind of psychiatric patient who hides behind obscurity 


EL? 


and complexity because understanding would somehow 
threaten his whole defensive system. 
To achieve clear communication it is essential to remem- 
ber that: 
Simple declarative sentences are easier to understand 
than more complex forms. 
Active constructions are easier to understand than passive. 
Positive statements are easier to understand than nega- 
tive ones which retard understanding by turning the 
thought back-to-front (‘This guarantee is invalid 
unless .. .’). 
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Experiments have shown that negative words in simple 
instructions can reduce the quality of the employee’s 
performance. 

Jargon blunts style and thought — and therefore the 
power to influence people in the way intended. Plain, 
precise expression, on the other hand, reveals clear 
thinking. 

When some Oxford undergraduates heard that Rudyard 
Kipling was being paid £1 a word for an article, they 
sent him a £1 note with the request, ‘Please send us one of 
your best words’. Kipling replied by post card: ‘Thanks’. 





Baubles and 
Beads 


by D. A. TRIGWELL, F.C.A. 


N the Club Mediterranée, the medium of exchange is a 

string of coloured beads, worn with a bikini or other 
minima. Payment for drinks, ski trips and other incidentals 
during the holiday is made by simply unpopping a bead 
from the chain worn round the neck and handing it to the 
barman. 

The Club has solved, temporarily and locally, two 
problems — the stability of the currency in an era of rapid 
inflation, and the value of the currency vis-à-vis all the other 
currencies normally used by visitors to the Club. Unfortu- 
nately, holidays are not for ever; after the suntan comes 
the sober reckoning with the outside world. 


Stable medium 


In earlier times, the ‘medium of exchange’ varied from 
cowrie shells to gold. If we were free to do so, it is possible 
that most of us would, in these uncertain times, elect for 
gold. But is this stable? In January 1970, the price of gold 
per fine ounce was down to $34°85, the lowest since 1954; 
in July 1973 it was $120-75, the highest ever recorded. 

In New Hampshire, USA, Dr Borsodi has designed a 
new currency called the ‘Constant’, as ‘the basic monetary 
unit of an independent international inflation-proof 
monetary system’. The unit is backed by dollar deposits, 
and will be kept stable by the maintenance of a 100 per 
cent reserve in currencies and commodities, by the arbitrage 
of the currencies and commodities and by the income from 
loans made to co-operating banks. 

In these examples of local situations, the medium of 
exchange has a value which is stable in the short run. If 
we consider one of these situations and ask ourselves what 
can cause this value to change, the first answer is likely to 
be the push and pull of supply and demand. If the supply 
of drink dried up, the proprietors of the Club would very 
probably be able to make a ‘bead charge’ for glasses of 
water; but, so long as the issue of beads is limited, it makes 


no difference whether the beads are exchanged for glasses 
of water or whether the charge for a tot of gin is doubled, 
because the demand for ski trips or other excursions would 
fall consequentially. Holidaymakers’ scale of preferences 
would be adjusted until supply and demand reached a néw 
equilibrium. ; 

The management, if paternalistically inclined, could 
decide to double the issue of beads. If the supplies of goods 
remained unchanged, then it is quite certain that demand 
would push up the prices of everything — glasses of water, 
whisky, gin, ski trips, the lot. 

On the other hand, management — feeling sorry for the 
thirsty — might decide to make a levy of one bead in ten 
and subsidise the price of water. But if the holidaymakers 
protest ‘We want whisky, not water’, the price of whisky 
soars, the demand for ski trips falls, and visitors clamour 
for more beads to make up for the loss due to the tax. 

A well-run club, of course, would discreetly discover 
those persons unable to quench their thirsts, and arrange 
for supplies of water to be made available to deserving 
cases with the costs met by public subscription. In this 
way, the club does not have to increase the supply of beads, 
impose a tax or subsidise the price of water. The supply of 
beads remains constant, and supply and demand fall into 
a natural, new equilibrium, following the discovery of a 
fresh source of drink from squeezed lemons. The warm 
glow induced in the fortunate visitors who forgo consump- 
tion and contribute to the public subscription raises their 
temperatures so much that the consumption of drink 
increases still further, and... 


Sound analogy 


Seriously, the analogy is there, and~if the writer may 
be permitted to say so — it holds water. Post-war govern- 
ment is embarked on a tragically wrong course and it 
would seem that the economists are to blame in setting up 
theoretical models which bear no relation to life as it is 
lived here — or in the Club Mediterranée. ‘There is no real 
reason why the macro-economic situation need be any 
different from that which exists in the Club, in New 
Hampshire or in Timbuctoo for that matter. Government 
must not intervene to distort prices, incomes or the supply 
of money, by arbitrary increases or impositions. The 
forces of the market place should be allowed to operate 
unhindered, given due regard to the thirsty and those in 
genuine need, 
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Daffynitions 


(We are indebted to Messrs Turquands Barton Mayhew 
& Co for permission to quote the following from their 
house journal. Conceivably, the legendary candidate who 
was asked to define ‘royalty’ and replied ‘Anything to do 
with the Royal Family’ served his articles with the firm!) 


AMORTISATION 
AUDIT ALE 
AUDITCRIUM 
AUDIT TRAIL 


CALLING OVER 
CAPITAL ASSETS 


! 










ASTING AND 
CROSS-CASTING : 


CONTROLLING INTEREST: 


IRPORATION TAX 
RENT LIABILITIES 


AT VV) 


Pension fund 

Lunch 

Place of audit 

Western-style audit (Bristol, Exeter, 
etc.) 

Roll call for horses 

High interest rate: 36 : 24 : 36 p.m. 
(before metrication) see Statistics 









Auditorium 


Coarse fishing terms; form of torture 
(archaic) 


Wife (not to be confused with 
sleeping partner, q.v.) 


Strict diet 


Unpaid electricity bills; embarrass- 
ment due to lunching too well 


Exigency due to rising cost of living 
Cut price furniture 
Galloping inflation 


Consequence of leaving bathroom 
window open (see also True and fair 
view) 

Eligible bachelor 

Marking the tally on the slate 
Famous wartime radio comedy show 


) 





INVENTORIES 
INVOICE 


H 


SD 


LEDGER 

LIQUID ASSETS 
MBO 

OVERHEAD EXPENSES 


PARTNERS’ DRAWINGS 
QUALIFIED REPORT 
SLEEPING PARTNER 


STATISTICS 


STRAIGHT LINE 
DEPRECIATION 


SUBSIDIARY COMPANY 
TRUE AND FAIR VIEW 
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Controlling interest 


Falsies 


Imaginary condition of bathroom 
tenors 


Sweet dreams which, due to inflation, 
we can no longer afford 


Classic race for 3-year-olds 
Lunch 
Honour awarded to senior consultants 


Cost of hair styling; replacement cost 
of bowler hat (archaic) 


Jotting pad doodles 

Only a blank cartridge this time 
Secret reserve. Disclosure now man- 
datory and embarrassing 

Measure of interest (see also Capital 
assets and Straight line depreciation) 
Statistically insignificant unless you 
except ‘Twiggy’ 

Gooseberry 

Consequence of leaving bathroom 
window open (see also exposure 


draft) 
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Developments in International 


Company Law 


The British Response 
by VINCENT O'DONOVAN, Barrister 


Reen legal developments in both municipal or 
national laws and in EEC law indicate that multi- 
national companies may not benefit much longer from the 
legal no-man’s-land in which they have been operating 
so far. 

Germany has a comprehensive regulation on ‘groups of 
companies’ (Kongernrecht) which was enacted in 1965. 
However, the effect of this legislation is restricted expressly 
to companies incorporated in Germany and does not apply 
to their foreign subsidiaries. France, too, now has special 
rules for take-over bids and sales of controlling share- 
holdings and these rules are designed to facilitate the 
establishment of closely tied groups of enterprises. A 
legislative project for the regulation of such groups, 
following the German model, has been submitted to the 
French Parliament. 

On the Community level, the most important project is 
that for the creation of the European company now before 
the Council of Ministers, together with a draft on 
harmonization of laws concerning groups of companies 
which is being processed by the Commission. 


Minority shareholders 


All these rules and projects of law show a considerable 
concern for the protection of minority shareholders and 
are bound to affect, in this respect, multinational com- 
panies. 

Until very recently, multinational companies had no 
great need to pay attention to the conflict of laws. To give 
an example, in relation to its French subsidiary an American 
parent had to behave like an ordinary French shareholder 
of that company in accordance with French company law; 
the same applied in the case of an English or Italian 
subsidiary. Whether the conduct of the parent company 
was proper or whether it was oppressive to the minorities 
was a question to be settled according to French, English 
or Italian law, and has been, so far, viewed as a problem 
legally concerning only the French, English or Italian 
company and its shareholders. This is still the position 
but it is no longer seen to be as simple as it used to be in the 
past. A number of new problems has cropped up. 

There is, for example, the problem of take-over bids. 
It is simple enough if the take-over bid is effected through 
the Stock Exchange (or brokers, dealers or banks) in the 


country where the target company is incorporated; the 
obligations of the company making the bid will then be 
governed by the law and stock exchange practice of that 
country, and such rules or their absence will determine the 
protection of minority shareholders. However, matters 
are more complicated when enough shares are quoted on a 
foreign stock exchange, or if enough shares are held in a 
foreign country, to allow a take-over bid to be made outside 
the country in which the target company is incorporated. 
(‘Controlling shares’ can in most countries be less than 50 
per cent of all equity.) 

There is a widespread feeling that when the deal is taking 
place outside the country in which the target company is 
incorporated, be it the country of the company maki 
the bid or a third country, the minority shareholders sho 
be assured the benefits accorded to them by the legislati 
or by the rules which are in force in the country where 
deal is taking place. This seems to be fairly well acce 
for deals transacted on a stock exchange, because st 
exchange rules normally apply to all transactions ta 
place there without regard to the domicile of the sha 

This principle of application of the rules valid in 
place where the deal is made has, however, not so far b 
accepted when the sale of the controlling equity is done 
a private basis. In such cases, the sale of a controlli 
interest may be treated in the same way as an ordinary sa 
of a few shares. 























Special case 


A special case is that of the directors of a company negoti 
ating a sale abroad of a controlling portion of th 
company’s equity. It is usually admitted that the d 
of directors arise from their relationship to the co 
and that they should be judged by the national 
national rules of the company. For that reason the 
of an English or French company taking part i 
of a controlling number of shares should look t 
or French law, even if the buyer or seller is a fo 
pany and the contract is made abroad and sy 
say, to German or Italian law. 

As for the seller of the controlling inte 
case, it is often held that his duty is of the s4 
of the directors negotiating the deal and t 
to the same law. However, the questio 
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whether he should not be bound by his own national law 
if this offers a better protection to the minority share- 
holders. It is argued that all duties towards minority 
shareholders, as well as restrictions on insider deals, arise 


out of the special relationship of the shareholders either 


among themselves or towards the company: and for that 
reason all obligations should arise out of the only law they 
have in common, the law of the company. 

Things are even more complicated if we turn from the 
seller to the buyer of the controlling interest. Very few 
national legal systems oblige the buyer to respect any special 
duties towards the minority shareholder, although some 
have provisions obliging him to buy all minority shares 
which are offered. While in English company law the 
buyer of go per cent of shares is obliged to buy the rest if 
offered, the new French regulation on take-over bids 
simply requires the buying company to buy all minority 
shares which are offered for sale. 

As the French law refers to transactions on the Bourse 
it,will apply to all those transactions whether in French or 
foreign shares. As a result, a buyer of a controlling interest 
in a UK company would be subject to stricter require- 
ments if he was to effect the purchase on the Paris Bourse 
than if the deal was effected in the UK. 

Ancther challenge to the principle that all the relation- 
ships within a company are governed by the law of the 
country where the company is incorporated is presented 
by the obvious unfairness arising from the fact that some 
legal systems recognize the group as a special legal entity 
while others do not. Thus, in Germany the parent company 
is no longer considered to be an ordinary shareholder, but 
enjoys special powers to direct its subsidiary provided that 
it gives some guarantees to outsiders and minority share- 
holders. Shareholders of the subsidiary can sue the parent 
company direct, asking for special advantages or that their 
share should be bought by the parent. 


Multinationals 


Things are very different in the case of a multinational 
group. It is not yet admitted that the multinational is a new 
entity which should have its own law. On the contrary, the 
accepted view is that the multinational must in each country 
submit to the local law of its subsidiary. 

One result of this is that foreign subsidiaries of German 
parents are usually worse off than German subsidiaries of 
the same company. While the minority shareholders of a 
German subsidiary can ask for their shares to be bought 
up or a minimum dividend paid out (calculated sometimes 
on the basis of the parent’s own dividend), the UK sub- 
sidiary of the same German parent has not the same 
advantages. It can be said that while the German sub- 
sidiary is bound in law to obey its parent’s orders, the UK 
subsidiary is, in law, free. 

In fact there is very little difference between obeying 
because obedience is prescribed by law or obeying because 
the German parent holds the controlling equity. Equal 
treatment for all subsidiaries could be achieved obviously 
only by accepting the principle of one law for the entire 
group. 

Present EEC efforts in this direction aim at assuring at 
least a ‘minimum treatment’ such as the possibility to be 
bought up, or guaranteed certain dividends, for minority 
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shareholders in subsidiaries throughout the EEC. These 
are developments which might eventually achieve uniform- 
ity of treatment of minority shareholders throughout the 
Community. 

The Government in its White Paper proposes to accept, 
with some modification, the recommendations of the 
Jenkins Committee on the protection of the interests of 
minority shareholders. 


Changes in British attitudes 


The instinctive British reaction to business ideas from 
across the Channel may have to change in the face of these 
developments. 

Attitudes to company responsibilities are also changing in 
this country. The TUC, which but a year ago viewed the 
idea of workers serving with capitalists on supervisory 
boards with positive dislike (fearing that involvement would 
weaken them) bas. now turned the other way. The TUC 
‘green paper’ published recently [‘Cloth Caps in the Board- 
room’, The Accountant, July 12th] goes beyond the EEC 
proposals, and identifies with the demands of German 
unions for a full half of the seats. 

Yet there is also a chorus of other voices demanding 
changes in British company law — prompted by events 
such as the boardroom row of Lonrho, the failure of Rolls- 
Royce and the general question of City morality ~ but the 
loudest demand comes from the field of industrial relations. 

Failure of the policy of confrontation in industrial 
relations has enabled many people to admit that present- 
day business organizations are no longer companies formed 
only by investors but embrace also their workers; are often 
a decisive factor in the life of a town or a whole region, 
stretch over national frontiers and, by the environmental 
changes, decide about future generations. 

The movement of public opinion in this direction has 
been expressed by Sir Geoffrey Howe, Q.c., M.P., Minister 
for Trade, who said: “The object of company law is to pro- 
vide a framework within which people who are engaged in 
industry and commerce can continue to take advantage of 
the institution for the benefit of the community as a whole. 
This means that company law, whether in a single country 
or in a larger community must be designed to take account 
of many interests beyond those of the entrepreneur.’ 


New demands for accountants 


If this view is accepted, we are immediately faced with the 
question whether it will remain the task of the board and its 
accountants to look after the interests of members of a 
company and of the company’s creditors only, or whether 
this task will be widened so as to take into consideration 
also the essential interests of the employees, consumers and 
community in which the company operates. There is little 
doubt that if company law is changed so as to widen the 
responsibility of the company in these directions the 
accountants will have to follow suit. Where expenditure or 
reduction of income can now be justified only by expecta- 
tion of profits it may, in the future, be justified by legitimate 
interests of employees, subsidiaries or communities. 

The expansion of the accountants’ horizon which such a 
change in company law would bring about can be illustrated 
by comparing the present situation in which a company 
finds itself when selling one of its factories in the UK and 
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in the Netherlands Supposing that in both countries the 
board has to decide between two bids, one from an asset- 
stripper who offers more money, and the other from an 
entrepreneur wishing to continue or expand production in 
the factory but offering a lower price for it. The duty of the 
board will be quite different in the two countries. 

In English law the primary duty of the directors is to 
obtain the highest price, and they must bear the onus of 
justifying their decision if they fail to do so; in the Nether- 
lands they may have to accept the lower price if this is 
compensated by advantages for the employees of the com- 
pany. It is quite clear that the auditors and board of 
the Dutch company have to give some consideration 
to the employees’ interests and to try and find a balance 
between their advantage and the disadvantage of the 
shareholders. 


Rights of Group Auditors 


Another field in which the scope of accountants may 
undergo dramatic expansion is that of inter-company 
relationship within a group. In the recommendations on the 
amendment of company law submitted by the accountancy 
bodies to the DTT last April [The Accountant, April 19th] 
it was suggested that the auditors of a holding company 
should be given access to the records of its subsidiary 
companies, so as to be able to express opinion on the truth 
and fairness of the consolidated group of accounts. 

However, it seems to be equally important (in the interest 
of minority shareholders) that an auditor of a subsidiary 
should be given access to the records of the parent. Whether 
a harmonization proposal on the law of groups of com- 
panies will be accepted in Brussels or not, it will not be 
possible, for practical reasons, to pretend much longer 
that a group of companies consists of separate units with 
separate assets and profit and loss accounts. 


Not good enough 


Turning now to the narrower task of reporting to share- 
holders, we can see that informed opinion is becoming 
more demanding. While a year ago it was possible for the 
UK accountancy bodies to claim that all was well because 
UK rules went further than most Continental require- 
ments — including those of France and Germany — today 
they have to face up to the fact that, though the UK rules 
are better than the Continental ones, they are not felt to 
be good enough. In Lord Shawcross’s opinion, for example, 
the US practice of quarterly reports should be adopted, 
and these reports could well be more full than the usual 
run of interim reports now published in the UK. 

The permanence of inflation calls for a more frequent 
revaluation of fixed assets. The recognition that the City 
is no longer a gentlemen’s club capable of looking after its 
members’ moral standards leads to the requirement of 
fuller disclosure to shareholders in the interim report, not 
only of all forms of direct or indirect remuneration received 
by directors, but of all transactions whether directly in 
shares of the company or associated companies or indirectly 
through contracts. Any such disclosures, says Lord 
Shawcross, should include dates and prices. 

Seen against the background of the consequences of the 
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increased importance of the company in the life of the 
community and the growing interdependence of the com- 
panies across State borders, the changes which are likely 
to be brought to the accountancy profession by the five 
Brussels harmonization proposals are relatively small. It 
would not be at all surprising if, in the course of a few 
years, some modification of the German or Dutch model of 
workers’ participation in management was accepted also 
in Britain. However, even if this should not come to pass, 
the need for greater involvement and better information 
of workers is accepted even in the Industrial Relations Act 
and the associated code of practice. 

Whatever the ultimate fate of that Act may be, the 
underlying intention to provide information to workers, 
to enable them to carry out collective bargaining on a fair 
basis, is likely to survive. This may open a new field of 
activities for accountants, to whom it should make little 
difference whether they are reporting on a company’s 
profitability to its shareholders or to its workers. ° 


Harmonization 


In the White Paper, the Government states that future 
developments in UK company law will be influenced by 
the community interest that is growing in Europe. As 
harmonization is bound to be a lengthy process, this 
country should take independent action where an im- 
mediate need can be shown; progress must not be delayed 
in the areas highlighted by the White Paper, where the 
domestic case for reform is already strong. 

Some aspects of the existing EEC harmonization pro- 
gramme have been the cause of real concern in British 
commercial and legal circles. These directives have been 
drawn up in a continental context, with no regard for 
the differences of concept and practice in British company 
law. 

The Government has suggested a rather different ap- 
proach to harmonization within the Community. They do 
not suggest that the work already done on draft directives 
and the European company statute should be scrapped; 
rather, they suggest that this type of work should be 
directed towards identifying those aspects of company law 
which each member state would regard as essential to any 
system of which it formed a part, and towards the har- 
monization of those elements which could contribute to an 
early and practical degree of unification of the market. 
The Government believes that this offers a prospect of 
achieving a working common system soon. 

The principle of disclosure needs to be applied to 
international enterprises as to national ones. The Govern- 
ment promises to pay particular attention to the public 
interest in information about the activities of these enter- 
prises, and to take account of EEC disclosure requirements 
and any recommendations of various international bodies. 
It aims at securing improvements in the information 
available in all member countries of the EEC and OECD 
about the activities of international enterprises. 
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Rothmans International — 
A European Partnership 


OTHMANS INTERNATIONAL is 

a European partnership of national 
tobacco companies. The Continental 
companies in the Rothmans organiza- 
tion effectively moved into the UK 
company, Carreras. Control of the new 
grouping — as was the case in the separate 
national companies — is in the hands 
of Rothmans Tobacco (Holdings) which 
owns 18,250,026 ordinary shares and 
§0,231,644 non-voting ‘B’ shares. 

The accounts reprinted are for the 
first full year of the European partnership 
and therefore no worth-while comparison 
can be made with the 1971~72 figures. 
Nor will any straight comparison be 
made between the present accounts and 
those for the current year, nor between 
the current year’s and those for 1974-75. 
Not until 1975~76 will shareholders 
be able to make a true comparison one 
year with another. 

Formation of the group brought 
together companies with different ac- 
counting dates with resultant adminis- 
trative inconvenience. The revised group 
accounting date will in future be March 
31st and the next accounts will be made 
up for nine months to March 31st, 1974. 
The next interim report will cover 
six months to December 31st, 1973. 
Thereafter interim reports will relate 
to the six months to September 30th 
each year. 

Another administrative change is that 
Coopers & Lybrand are now sole 
auditors, J. H. Champness, Corderoy, 
Beesley & Co having resigned as joint 
auditors after being auditors or joint 
auditors of the Carreras company for 
very many years. 


Exchange movements 


Rothmans International’s strong Euro- 
pean connections lead to the statement 
by the chairman, Sir Derek Pritchard, 
being printed in English, German, 
French and Dutch, but figures in the 
statements are in sterling and there is no 
précis of the year’s figures in other 
European currencies. 

A substantial proportion of the profit 
is earned in currencies other than sterling, 


however, and therefore movements in 
foreign exchange rates are obviously of 
considerable significance. Sir Derek com- 
ments that as the impact of currency 
adjustments covers a wide area of day- 
to-day activities, the full effect on trading 
results is impossible to determine pre- 
cisely. But the effect of exchange move- 
ments in the year under review was to 
increase the sterling equivalent of trading 
profits derived from sources outside the 
UK by some £477 million. 

Against that, the effects of exchange 
movements on deductions from profits 
for bond interest, overseas taxation and 
minority interests in overseas subsidiaries 
pare down the net effect on the profit 
attributable to shareholders in sterling 
terms to an increase of the order of {1-1 
million. 

Senior and junior bonds denominated 
in sterling were issued in part con- 
sideration for acquisitions under the 
merger, but holders may receive interest 
on, and repayment of, the bonds in 
deutsche marks at rates of exchange 
defined under the terms and conditions 
of the bonds but subject to a minimum 
rate of DM 7°8 to the £. 


Bond service 


At the beginning of the financial year 
the DM rate was 7-73 to the £ and at the 
end 6-265 to the £, so the minimum rate 
applied to the deutsche mark interest 
payment at the end of the year. The 
exchange movement would have increased 
the interest charge in sterling terms by 
£16 million over the amount payable 
at the minimum rate. There was, how- 
ever, a reduction of some {£400,000 in 
the amount, due to the purchase of 
currency requirements for the interest 
payment just before the further deutsche 
mark revaluation at the year end. 

The chairman points that only part 
of the profits earned in foreign currencies 
by member companies is available to 
service the bonds and pay dividends. 
Part of the profit derived outside the UK 
after tax is retained internally by member 
companies. To the extent that those 
earnings are distributed as inter-company 


dividends, the incidence of local with- 
holding taxes reduces the cash flow 
across frontiers to the UK. The UK 
taxation payment, it will be seen, is 
low in relation to tax payable overseas 
due mainly to the cost of servicing the 
senior and junior bonds being allowable 
in full against UK tax. 

The international merger has, of 
course, entirely transformed the balance 
sheet from that of the former Carreras 
company. The comparative figures in the 
accounts are UK Carreras group figures. 
The merger basis is stated in the notes: 
Notes 1 (c) and 2 being pertinent to the 
substantial foreign currency element. 


Asset values 


Note 19 summarizes the movements in 
fixed assets and the movement is no 
mean one ~ the reader having to remem- 
ber all the time when considering these 
accounts that Rothmans International 
is effectively a major new international 
grouping of companies grafted on to the 
original Carreras company. 

The directors’ report records that 
arrangements have been made for a 
valuation of the group’s land and build- 
ings. Until these valuations are available 
it is not possible to determine the extent 
to which the market value differs from the 
balance sheet values, but ‘based on 
current information the difference is not 
expected to be significant in relation to 
the capital employed in the group’. 

At a time when it is fashionable for 
tobacco companies to pile up other 
interests, Rothmans International in- 
tends to stay a tobacco company. Imperial 
Tobacco has taken diversification almost 
to the 50-50 stage. British American 
Tobacco has substantial interests and 
bigger ambitions in retailing, and 
Gallaher — already in precision and other 
engineering — have lately made a move 
into the newsagents and tobacconists 
shops business. 

But Rothmans’ development pro- 
gramme will fully involve the group’s 
management and staff for the next two 
or three years and a period of consolida- 
tion is considered essential. 
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LEWIS, COATES & LUCAS LTD 


LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


38/40 FEATHERSTONE STREET 
LONDON EC 


01-253 2977/8/9 and Telex 262687 
02-251 0344 (7 lines) 


For 100 years we have 
published books for the 
accountancy profession, 
especially textbooks for 
students 


H 


THE LARGEST SELECTION OF 


ACCOUNTANCY AND 
MANAGEMENT 
PUBLICATIONS 


Distributors for publications of 
THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 
AND THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


THE CITY LIBRARY 
GEE & CO (PUBLISHERS) LIMITED 
151 STRAND, LONDON WOR UI 





ACCOUNTANT 


LOOK 
AT YOUR 


SHARES 


If you have made a capital gain 
consider how you can new 
save 30 per cent Capital Gains tax, 
and provide housing for needy old ` 
people — £2,000 worth of housing 
for every £100 worth of shares. 


If you have shares that have grown in 
value your benefit from growth comes 
only if you sell. Then 30 per cent tax is 
levied on the gain. The Chancellor (in 
the 1972 Finance Act) has made it possible 
for public-spirited people to donate shares 
to charity, and neither you nor the charity 
then pay tax. 


Their value can be multiplied many 
times through Help the Aged. All over 


Britain there are people existing in terrible 
housing conditions — with damp, cold and 
terrible loneliness. Every £100 worth of 
shares provides £2,000 worth of housing 
designed for the needs of the old, for it 
releases loans available. Please look at 
your shareholdings and see whether you 
cannot share some of your good fortune 
to help those in desperate need. 


If you or your accountant would like 
further details write to: 


The Hon. Treasurer 
The Rt Hon. Lord Maybray-King 
Help the Aged, Room TA6S 
8 Denman St, London WIA 2AP 


* £150 will name a flat in memory of someone dear 
to you. 
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RECOMMENDED FOR 
EXAMINATION STUDY 


student's 


auditing 


This book has been written especially for 
students. It explains the principles of auditing 
and illustrates the application of those 
principles to the annual audit of a medium- 
sized undertaking. The approach is practical 
for much of the subject-matter has been de- 
rived from Cooper’s Manual of Auditing. From 
this point of view, the book provides the 
student with every possible assistance in carry- 
ing out his daily work as audit assistant, giving 
him an over-all understanding of what is 
required of him and why; thereby extending 
his interest. It is also, therefore, a book 
which will provide excellent preparation for 
examinations in auditing. 


TY if 


f 
Ait 


V. R. V. COOPER 


Special features are chapters on the audit of 
group accounts, the drafting of audit 
reports and qualifications therein, audit 
aspects of different classes of business, 
investigations and the case law relating to the 
duties and liability of auditors. The extensive 
appendices include examples of audit docu- 
mentation. There is also a convenient summary 
of statutory and Stock Exchange requirements 
in relation to the presentation of annual 
accounts to shareholders. This summary is 
illustrated by a specimen set of accounts. 

This book is published on behalf of the General 
Educational Trust of the Institute of Chartered 
Accountants in England and Wales. 


GEE & CO (PUBLISHERS) LIMITED 


Publishers of THE ACCOUNTANT 


01-836 0832 


151 Strand, London WC2R 1JJ 


£3 NET £3-33 including Post/Packing and VAT (3p) U.K. 


£3°50 Overseas 
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OR better for worse, the temper 

and trend of the stock-markets is 
gauged by the F7 Index. Sophisticates 
may use other actuarial and hyper- 
sensitive indices, but the EI Index of 
30 shares is the one that the vast 
majority of people go by, and even 
the ane that the sophisticates talk 
about. 

It was discussed in this column's 
hearing by the leading managing 
directors of a prominent investment 
trust, the occasion being a lunch on a 
style that made a bear market a mere 
passing problem. Of the four estimates 
of the likely pitch of the F7 Index at 
the end of 1974, one was for ‘on a 
par with what it is now’ ~ which was 
about 310 — and another was for ‘30 
or 40 points lower’. 


A third was for ‘400 and on the way 
up’ and the fourth was an honest to 
goodness ‘Don’t know’, with the 
point made that there are currently so 
many unanswerable questions that it 
is impossible to give an answer to the 

~question of where the Index will be 
at the end of 1974. 


The honest-to-goodness man simply 
made the point that users of funds had 
to invest those funds to the best 
advantage under the circumstances of 
the time. He could not see the best 
advantage changing for some time 
from deposit-style investment in the 
UK and portfolio investment outside 
Europe. 


That was a nice way of saying that 
by now the main investors in the 
market have put their houses in what 
order they can and that new money 
rather than old is currently the invest- 
ment problem. Not that the problem 
is difficult. Shares are out and deposit 
money is in. 


YIELDS 


The insurance bond market still Hour. ` 


ishes — largely because the stock- 
market does not. But the extent of 
‘new’ offers shows that in a changing 
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market only those who keep their 
products up to the mark can keep the 
money in. - 

There are rumours of considerable 
withdrawals of funds from the original 
income bond issues. These were made 
at a time when 74 per cent net looked 
an almost outrageously attractive yield. 
Events have left that kind of yield well 
behind. It is available, for example, 
without any trouble at all from building 
societies. The withdrawa! reports are 
probably exaggerated, but withdrawals 
are understandable. 


FAVOURITE 


Possibly because Fleet Street is in the 
foreground, the Sharpe's ‘Classic’ 
Christmas card with the picture of 
Ludgate Hill, London 1900, by David 
Shepherd has been a favourite one for 
non-journalists to send to journalists 
this year. This column's office — not 
the greatest recipient of Christmas 
cards because, Scrooge-like, it does 
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not send them out itself — has five 
Ludgate Hill cards at the time of 
counting. 


PROBLEMS 


It is difficult to see two problems where 
there seems to be only one -the 
power shortage. But there are two 
problems — one the oil embargo prob- 
lem and the other the combined 
problem of the miners and train drivers. 
The latter will have to be solved by 
compromise of some kind between the 
trade unions and the Government, 
unless the two sides are both going to 
be obstinate enough to bring the 
nation to its knees. The former will 
still be there when the other is 
solved. 


There will be no going back to 
plentiful cheap oil. There may be a 
return to plenty — but plenty at a price. 
That is the real problem ahead of 
industry and ahead of City assessments 
and calculations. 


Rates and Prices 
Closing prices, Monday, December 17th, 1973 


Bank of England Minimum Lending Rate 


April 19,1973 .. 8%% July 20,1973 .. 9% 
May 11,1973 .. 8 % July27,1973 .. 114% 
May 18,1973 .. 73% Oct.19,1973 .. 114% 
June 22,1973 .. 74% Nov.13,1973.. 13 % 


Finance House Base Rate 
December 1st, 1973. 14% 


FT Industrial Ordinary Index 
December 17th, 1973. 316-1 


Money Rates 


Day today .. 10 -12 % Bank Bills 

7 days .. 11-12 % 2months 133-15 % 

Fine Trade Bills 3months 133-144% 
1month .. 144—154% 4months 14 —141% 
2months .. 154—163% 6months 143-154% 
3months .. 153-1634% 


Three Months’ Rates 


Local authority deposits 
Local authority bonds 
Sterling deposit certificates .. 
Euro-ster'ing deposits 


16 -164% 
164-151% 
161-157% 
174-184% 


Euro-dollar deposits .. 103-11 % 
Treasury Bills Foreign Exchanges 
Oct.12 .. £10-8227% Nov.16.. £12-4126% New York.. 2-3175 Frankfurt .. 6-1250 
Oct.19 .. £10:7112% Nov.23.. £12:4777% Montreal .. 2:3157 Milan . 1405-00 
Oct.26 .. £10:-6696% Nov.30.. £12-4526% Amsterdam 6-4950 Oslo 13:0750 
Nov.2 .. £10-6017% Dec.7 .. £12:-4876% Brussels .. 93-2000 Paris 10:5950 
Nov.9 .. £10:7124% Dec.14.. £12-4643% Copenhagen 14-3500 Zürich 7:4100 
Gilt-edged 
Consols 4% .. ou) Sats o . 33 Treasury 9% 1994 .. np Si .. 76 
Consols 23%.. ve Ja ajé si 20 Treasury 83% 84-86 D Se .. 763 
Conversion 34% .. 294 Treasury 83% 87-90 P sie — 714 
Conversion 54% 1974 97% Treasury 63% 1976 Sé a .. 863 
Funding 33% 99-04 33% Treasury 34% 77-80 67% 
Funding 54% 78-80 a vd e 714 Treasury 34% 79-81 65% 
Funding 53% 82-84 Ca Zi is 67 Treasury 5% 86-89 X qa .. BAS 
Funding 54% 87-91 kp së ot 581 Treasury 53% 08-12 sa T .. 4834 
Funding 6% 1993 .. E Së “a 58 Treasury 23% if Si .. 203 
Funding 64% 85-87 Sé We D 65% Victory 4% .. Ss Se Va .. 95 
Savings 3% 65-75 .. wa a A 893 War Loan 33% ae .. 29% 
Retail Price Index (Jan. 1962=100) 

Jan, Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 1573 158-1 
1972 159-0 159-8 160-3 161:8 162-6 163-7 164-2 165-5 166-4 168-7 169-3 170-2 
1973 171-3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181-8 185-4 
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Gloom, Gloom, but... 


A PEE eek Stock Exchange account is tradition- 
ally a poor account, even without any of the extrinsic 
aids to depression currently being experienced in such 
profusion, and now including the rail drivers’ campaign 
of non-co-operation and the threat of a possible 50 per cent 
cut in steel output after Christmas. 

It is said that the British people are slow to action, but 
that they can ‘take it? when they know the worst. It is 
perhaps a feather in the cap of the Stock Exchange that 
they saw the worst, or some of it, coming last August if not 
earlier, when the Government was still planning a reduced 
growth rate of 34 per cent, and a relaxed Phase Three when 
Phase Two was already in need of tightening. 

Even before the Electricity Council’s latest forecast of 
extended power cuts, Sir Michael Clapham, President of 
the Confederation of British Industry had predicted that 
much of industry could be on a four-day week this winter, 
while Sir Frederick Catherwood, a former Director of the 
National Economic Development Council, estimated that a 
further one million workers could be unemployed within 
two months. Small wonder that Sir Michael called on the 
Government to change its economic and fiscal policies and 
to display firmer leadership in a survival situation. He also 
reminded workers involved in ‘industrial action’ that, 
because the industrial kitty was now smaller, present 
squabbles about who should have more would be laughable 
if they were not tragic and perhaps suicidal. 

Clearly, as Mr Barber indicated on Monday, home con- 
sumption must be severely curtailed if an increased 
proportion of a diminished production is to be exported. But 
now we are to have a ‘stop’ after so long a ‘go’ — because it is 
forced on us — much of the blame must be laid firmly at 
the doors of those who decry that policy most. 

At the prospect of the Goverment taking measures to 
restrain consumption in both public and private sectors, 
the market responded with a 10 point rise in the ordinary 
share index. The following is our selection of corporation 
loans and fixed interest stocks: 


Corporation Loans 


Yield Yield 1973 
Price (flat) (red'n) High Low 
Bristol 64 per cent 
1975-77 ds 80 810 14:63 91 78 
Herts 5% per cent 
1978-80 .. D 64 8-19 13-90 79 64 
LCC 5 per cent 1880-83 57 8-81 13-24 74 57 
Middlesex 54 per cent 
1980.. e Ge 66 810 13-85 81 66 
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Fixed Interest Stocks (Industrial, Commercial) 
Yield 1973 

Price (flat) High Low 
Reed International 73 per cent 

loan 1996-2001 ka Sa 50 15-0 89 50 
Rugby Portland Cement 6 per cent 

loan 1993-98 Ke d 45 13-3 73 45 

Boots 6 per cent loan 1978-83 .. 60 10-0 76 80 
Whitbread 73 per cent loan 

1995-99 wi e W 57 12:7 85 57 


Ordinary shares 


In the first two days of the current Stock Exchange account, 
the Financial Times Industrial Ordinary share index fell 
5:4 and 4'5 points respectively, but for each of those days 
the table of chief price changes showed quite a sprinkling of 
gains. Some City editors and a section of the investing 
public have been saying that now is the time to buy, since 
equities have fallen so low, but on principle it is wrong to buy 
while the market is still falling. The difficulty is to dis- 
tinguish a technical rally from the start of an upturn. The 
following shares have suffered above-average falls, but are 
inherently sound. (The figures quoted are those at the 
close of business on December 14th; later prices were not 
available when we went to press.) 


P/E 1973 
Price Yield Ratio High Low 
Dixon's Photographic 1 = 
‘A’ shares... 41 3-1 3:8 157 41 
Buckley's Brewery D 26 4-5 8-7 49 26 
Trafalgar House sar 
shares ie 61 5-6 — 152 61 
Fraser Ansbacher 10p 
shares a 17 5-9 — 67 17 


Dixon’s Photographic 


In January of this year this company was a high-flier and, 
for the year ended April 28th last, net profit before tax 
increased by 113 per cent to £4,961,000. In September last 
it was reported that — despite increasing competition in TV 
and audio — group sales had so far continued to increase in 
all divisions. Forty-five per cent of turnover is now in hi-fi 
equipment. 


Buckley's Brewery 


This is one of the remaining small independents in the 
brewing industry with a solid, if not spectacular, record of 
profits growth. A property revaluation has thrown up a 
surplus of {2-04 million over book values, and net assets 
per share in June last were 81p. There is the possibility of a 
bid, as the directors have a strong but not controlling 
interest. 


Trafalgar House 


This company has just reported a near-£4-5 million in- 
crease in pre-tax revenue for the year to September 30th 
last, and a surplus of £70 million from a revaluation of 
properties. All sections of the company’s business — 
property, contracting, house-building, shipping and 
engineering — contributed to the increased profit, and total 
assets now amount to more than £415 million. 


December 20th/27th, 1973 


Fraser Ansbacher 


This is one of the smaller merchant banks, headed by 
Mr Maxwell Joseph of Grand Metropolitan Group. 
Interim results just published show a 20 per cent rise in 
pre-tax profits. The directors say that the group is making 
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good progress and that the volume and quality of banking 


business is most satisfactory, with deposits and loans rising 
by 30 per cent and 28 per cent respectively. A property 
investment subsidiary formed 12 months ago now has 
investments of £7 million, of which 60 per cent is in Europe. 





FOR some time, it has been clear that some 
organization would bring in a scheme to 
lend funds for house purchase where 
those lending were given a stake in the 
capital appreciation of the houses for 
which mortgage loans were granted. 
Now, the London Indemnity and General 
Insurance Co has introduced its House- 
owners Fund. 

Sing‘e-premium life assurance bonds 
are being offered to the investing public, 
and the money obtained from these 
bands forms the Houseowners Fund. 
Mortgages will be granted out of this 
fund. Initially, the repayments will be 
low, being calculated as level repayments 
of capital and interest calculated at ch 
per cent. At the end of three years the 
house will be revalued and the capital 
outstanding and the future monthly 
repayments will be increased or decreased 
in line with the change in the value of 
the house. 

On the face of it, this may seem to be a 
sensible arrangement all round. There are, 
however, a number of points which need 
to be watched. 

Attractive as it may be for a house 
purchaser to start off with a relatively 
low rate of interest, he is sharing the 
equity of his house with others and thus, 
almost certainly, will have to pay more 
in the future. It has been true in the 
past that house purchasers have obtained 
the be:ter bargain from building societies 
than investors, and all the indications 
are that this will continue to be true. It 
is reasonable, therefore, to suppose that 
only those house purchasers who cannot 
obtain reasonable building society finance 
will resort to this scheme. 

Investors are faced with investing in a 
fund where there is comparatively little 
investment management. As has been 
mentioned, it is likely to be only those 
who cannot obtain a building society loan 
who will resort to obtaining funds from 
this source. The quality of the housing 
mortgaged in this way may not be all that 
high. Also, the fund could conceivably 
have liquidity problems in the future. 


ZS k & 
MANY of those with whole life or endow- 
ment policies on which premiums have 
been paid for quite a number of years 
may not appreciate that they have in 
their hands a relatively cheap source for 
borrowing funds. Rates of interest charged 


by insurance companies to policy holders 
are still quite low compared with rates 
of interest payable elsewhere. 

In many cases, 10% per cent or so is 
fairly standard practice, although a few 
companies are charging up te 13 per 
cent. The drawback is that, normally, 
a loan will not be provided for more 
than a high proportion of the current 
surrender value of the policy. Interest 
is often payable half-yearly in arrears, 
but sometimes annually in arrears. It is 
calculated on a daily basis apart from the 
fact that, if a loan is repaid within three 
months, the insurance company may 
require three months’ interest. 


d ZS k 
IN describing its VIP pension policy, 
the non-commission-paying London Life 
Association is pointing’ out that every 
pension scheme which offers a categoric 


guarantee for final salary benefits also 
includes an item which seldom attracts 


much attention. It is the discontinuance ` 


rule. Without the power to reduce or 
discontinue payments to the scheme, the 
employer would be virtually signing a 
blank cheque, since there is no way of 
establishing future salary levels and thus 
the exact cost. 

The London Life makes it quite clear 
that the final salary pension in its scheme 
is not a certainty but a target which will 
be attained only if it can be afforded. The 
enforceable rights of employees at retire- 
ment will be limited to the benefits 
actually secured by contributions paid 
during membership. Nevertheless, the 
targeting is far from a haphazard process, 
and employer and employees know where 
they stand from the outset. 

k k & 

NOT SURPRISINGLY, level premium pplicies 
linked to equities in one way or another 
have not been particularly popular in 
recent months, although the current 
state of the Stock Exchange should not 
rule out the opportunities which exist 
for starting a long-term contract at this 
stage. 

In view of the success which insurance 
companies have enjoyed in selling single- 
premium bonds linked to property funds, 
it is surprising that not many offices 
have level premium policies linked to 
this type of fund. The Nation Life 
Insurance Co, however, has a property 


linked policy with a worth-while guaran- 
teed sum assured. 

It is confidently expected that, with 
reasonable growth in the value of the 
property fund units, this will be com- 
fortably exceeded. If necessary, the 
policy can be surrendered, or a loan can 
be taken against the security of the 
surrender value. 


k SS ZS 

BARCLAYS UNICORN has issued A Quick 
Guide to Barclays Unicorn Unit Trusts. It 
explains quite simply the functions of a 
unit trust, and then gives details of the 
various Unicorn trusts with their aims 
and a brief mention of their investment 
philosophy. At the back of the guide 
there is a list of the various types of 
scheme which can be arranged in con- 
junction with a unit trust — ranging from 
withdrawal plans to investments for 
children, equity bonds and personal 
pension plans. 

Barclays Unicorn has also introduced a 

monthly income plan. Basically, it is 
their withdrawal plan, but is designed 
for those with £6,000 or more to invest 
who would prefer to receive monthly 
income payments, rather than half- 
yearly instalments. No additional charges 
for setting up and operating the plan are 
made. Unit holders pay only the normal 
charges for the unit trusts in which the 
money is invested. 
THE latest half-yearly distribution from 
Scotincome is 92p per Loo units, com- 
pared with 75p for the corresponding 
period in 1972. The total distribution in 
1973 has been 178p per 100 units, com- 
pared with 140p in 1972. 

In the period covered by the latest 
half-yearly report, holdings in the 
engineering sector were increased and, 
on October 1st, accounted for almost 20 
per cent of the portfolio. Against a 
background of a generally weak textile 
sector, some holdings were sold and the 
proportion of the portfolio in textiles was 
reduced from 8-3 per cent to 6-5 per cent. 

Recently, Scotincome has become a 
high minimum, low charge unit trust. 
The minimum initial investment is 
£1,000 and the initial charge is 2} per 
cent. For purchases over £2,500, the 
initial charge is further reduced to 2 
per cent on the excess. 
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Inflation Accounting Price Index 


Statement by the Accounting Standards Steering Committee 


|z is known that a number of companies are currently working on the production 
of supplementary statements along the lines of Exposure Draft No. 8, ‘Accounting 
for changes in the purchasing power of money’ [The Accountant, January 18th]. 
The following statement is issued for the assistance of such companies — particularly 


those with December 31st year-ends. 


` It represents a change in the details of ED8, but not a change in the principles upon 
which ED8 is based; that is the adjustments to the basic historical accounts are to be 
based on changes in the general purchasing power of the £ and not on specific indices 


relating to different types of assets. 

The price index recommended in 
Exposure Draft No. 8 was based upon 
advice given by the Central Statistical 
Office. Since the publication of ED8, the 
CSO and ASSC have given further 
thought to the most suitable index to 
use in order to measure changes in the 
purchasing power of the £. 

In the United Kingdom there are a 
number of indices which might be taken 
as indicators of changes in the general 
purchasing power of the £. For the post- 
war years they include the following: 

(a) the gross domestic product (GDP) 
deflator; 

(b) the total final expenditure (TFE) 
deflator; 

(c) the consumers’ expenditure deflator 
(CED) (formerly referred to as the 
consumer price index); or 

(d) the retail prices index (RPI). 

The choice between these indicators is 
in principle quite finely balanced. The 
first reflects changes in total home costs 
and the second changes in the prices of 
total, final output (including ‘investment 
goods and exports). But changes in the 
purchasing power of the £ are more 
often conceived in relation to the pur- 
chasing power of money spent by 
individuals on the goods and services pur- 
chased for their own personal use and for 
this reason indicators of the third or fourth 
type are considered to be more appropriate 
for the purpose of adjusting accounts. 

The RPI, however, has certain prac- 
tical advantages over the CED: unlike 
the CED, it is not subject to revision and 
it is available monthly by about the 
middle of the following month (the CED 
is an annual index available in March 
of the following year). For these reasons, 
it has been decided that for periods 
covered by the RPI in its present form 
(since 1962) the indicator to be used 
should be the RPI. 

On the basis of a recommendation 
from the Central Statistical Office, the 
use of the following indices is specified 
for the relevant periods: 





(i) for periods up to 1938, the Ministry 
of Labour cost of living index; 

(ii) for periods between 1938 and 1962, 
the consumers’ expenditure defla- 
tor; and 

(iii) for periods from 1962 onwards, the 
general index of retail prices. 

This recommendation is in essence 
similar to that contained in the final 
report of the CBI committee on inflation 
and accounts under the chairmanship of 
Sir David Barran. 

Figures for these indices spliced to- 
gether to form a continuous series will 
be found in the Appendix. The figures 
quoted are annual averages and as the 
financial year-ends of companies vary an 
index number will be required for each 
month-end. This can be calculated by 
reference to the appropriate index of 
retail prices. 

Figures for retail price indices for each 
month from December 1914 to Decem- 
ber 1966 will be found in Method of 
construction and calculation of the index 
of retail prices (Department of Employ- 
ment and Productivity, HMSO). Figures 
for later months may be obtained from 
the Central Statistical Office’s pamphlet 
The internal purchasing power of the 
pound or the monthly Digest of Statistics. 
The most recent figures will be found in 
the Department of I mployment Gazette 
(published monthly by the Department 
of Employment and obtainable from 
HMSO) or Trade and Industry (published 
weekly by the Department of Trade and 
Industry and also obtainable from 
HMSO). 

Although the retail price index for 
December relates to a point in time within 
December, for all practical purposes it 
can also be taken as being the index at 
the end of December. 

It is not suggested that companies will 
need to analyse their expenditure on 
fixed assets as far back as 1914, but the 
index has been provided to assist those 
companies who may in exceptional circum- 
stances require an index that far back. 


AN INDEX OF PRICES OF CONSUMER 
GOODS AND SERVICES 


(JANUARY 1962=100) 





Percentage 
increase/ (decrease) 
over the 
Year Index previous year Factor* 
1914 21.3 799 
1915 26:3 23 6-47 
1916 31-1 18 5-47 
1917 37-6 21 4-53 
1918 43-4 15 3-92 
1919 45-9 6 EA 
1920 53-2 16 3020 
1921 48-2 (9) 3°53 
1922 39-1 (19) 4:35 
1923 37-2 (5) 4-58 
1924 37:4 1 4-55 
1925 37:6 1 4-53 
1926 36:7 (2) 4-64 
1927 35:8 (2) 4-75 
1928 35-4 (1) 4-81 
1929 35-0 (1) 4-86 
1930 33-7 (4) 5-05 
1931 31-5 (7) 5:40 
1932 30:7 (3) §-54 
1933 29:9 (3) 5-69 
1934 30:1 1 5-65 
1935 30:5 1 5-58 
1936 31-4 3 5:42 
1937 - 32-9 5 5-417 
1938 33-3 1 5-11 
1946 56-4 3-02 
1947 60:2 6-7 2°83 
1948 64-9 7:8 2°62 
1949 66-4 2:3 2:56 
1950 88-3 2-9 2:49 ° 
1951 745 . 94 2:28 
1952 79-0 6-0 2:15 
1953 80:3 1-6 212 
1954 81-8 1:9 2:08 
1955 84-5 3-3 t 201 
1956 88:3 4-5 1-93 
1957 91:1 3-2 1:87 
1958 93-6 2-7 1:82 
1959 94-2 0-6 1:81 
1960 95-1 1-0 1:79 
1961 97:9 2:9 1:74 
1962 101-6 2.8 1:68 
1963 103-6 2-0 1°64 
1964 107-0 3-3 1-59 
1965 112:1 4-8 1:52 
1966 116:5 3-9 1-46 
1967 1184 2:5 1-43 
1968 125-0 4:7 1-36 
1969 131:8 5-4 1-29 
1970 140:2 6-4 1:21 
1971 153-4 9-4 4-11 
1972 164-3 7-1 1:04 
1972 (Dec. 31st) 170-2 1-00 


* The factor by which expenditure would have to 
be multiplied to convert it into pounds of current 
purchasing power at December 31st, 1972. 
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Low Salaries Not a Local 


Problem 


Says London CASS Chairman 


F The Institute of Chartered Account- 

ants in England and Wales is to 
demonstrate that it really has the in- 
terests of junior members at heart, it 
must first recognize their right to a say 
in matters relevant to the profession. 

This was the main point of the speech 
bye Paul Hendrick, Chairman of The 
Chartered Accountant Students’ Society 
of London, at the annual dinner of the 
Society on Monday of last week. He said 
that haif the members of the profession 
were under thirty; a quarter were students 
under articles and half of those students 
were members of the London Society. 

The Institute, he declared, must 
recognize the need for strong, independent 
student societies throughout the country 
to act as a channel for students’ views 
and opinions. ACASS must be recog- 
nized, unreservedly and unequivocally, 
as the national negotiating body repre- 
senting students. 


Stumbling block 


The question of salaries paid to articled 
clerks remained a major stumbling block 
in the way of any agreement between 
students and the Institute. 

There had been two reports this year 
on salary levels within the profession. 
One, conducted by ACASS, showed that 
75 per cent of students earned less than 
£1,100 and 16-5 per cent less than the 
Social Security poverty level of £600. 

The ACASS survey also showed that, 
so far as London students were concerned 
it was precisely those students who 
received low salaries who also received 
bad or non-existent training. Paul 
Hendrick rejected entirely the argument 
that low salaries were purely local 

~ problems which did not require an Insti- 
tute statement. 

` If the Institute was to demonstrate that 
t was in tune with the junior members 
d; must, he continued, ensure the develop- 
anent of a profession which catered for 
tihe needs and the aspirations of youth 
‘today. It was a sad fact that Shaw’s claim 
that ‘All professions are conspiracies 
against the laity’ was still true today. 
Members deluded themselves, he said, 


if they thought they served the public — 
they served one sector of the public. 
The recent claim by a tax inspector 
that most tax returns from small busi- 
nesses were not worth the paper they were 
written on would be echoed by many 
articled clerks. And the recent Pergamon 
report once again shattered the myth of 
the independent auditor appointed by the 
shareholders to protect their interests. 


Social responsibility 

Accountancy education in the future 
should concentrate less on the rigid 
pursuit of increased profits and more on 
the accountant’s social responsibility. 
There were hopeful signs with the estab- 
lishment of such groups as Social Audit 
and the setting up of Financial Rights 
Centres. The Society had recently estab- 
lished a working group on the complex 
question of social accountancy. 

Earlier, the chief guest, the Rev. 
Martin Sullivan, 0.M.G., 0O.B.E., M.A., 
Dean of St Paul’s, in proposing the toast 
of the Society, said he supported student 
representation on governing bodies pro- 
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Mr J. D. Dain-Williams, who takes over as Administration Director of the Society on January 
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vided the students knew what they were 
up against and what they had to face. 
But once they were on these bodies they 
should stop being aggressive. He advised 
representatives to be proper members 
of the bodies to which they belonged — 
then they would learn their place. 


Impressed 


Mr E. Kenneth Wright, wa, F.C.A., 
President of the Institute, proposing the 
toast of the junior members of the pro- 
fession, said that wherever he had been 
he was impressed by the quality of 
entrants coming into the profession. The 
young members were keen and con- 
cerned with their education and training. 
They wanted this to be as good as 
possible because they wanted to be 
members of a first-class profession. 

Many students, he said, did not seem 
to be happy with the pace at which the 
new programme was developing. But a 
lot was being done. The Institute had 
formulated its new policy of training and 
education. ‘A’ levels had become mini- 
mum entrance standard. It was quite a 
job to persuade 31 polytechnics to estab- 
lish foundation courses for nearly 2,000 
students. 

Although members might think things 
were moving slowly, they were, in fact, 
moving very quickly indeed. 

Members of the Institute in positions of 
responsibility were not averse to change, 
said Mr Wright. But in the face of all 
this progress the younger members were 
still ambitious. They were confident they 
could do better themselves. He under- 
stood their feelings. It was their privilege 
to be ambitious. Without discontent 
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jet, and Mrs Dain-Williams, centre, with Ruth Naftalin, B.Sc., A.C.A., a member of the Society’s 
Executive, and Paul Hendrick, Chairman of the Society. 
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there could be no progress, and he said 
that he was not unsympathetic to their 
aspirations. 


Reaching agreement 


He urged that the Society should 
work with the Institute to improve still 
further the quality of the young members 
and the quality of their training, educa- 
tion and practical experience. They 
should avoid stridency and instead 
practise moderation. 

‘I believe’, he concluded, ‘that we are 
moving that way: a year ago we seemed 
to be reaching an impasse about the 
SCH Sg "` acceptance of the new rules of the 
Ce, "e r re K -A j Society. Now they have been agreed in 
Mr E. Kenneth Wright, M.A., F.C.A., President of the Institute, with Vanessa Allan, Bill Dorman, 2 form acceptable to all parties and I take 
A.C.A., and Mrs Wright. this opportunity of paying tribute to the 
representatives of the Society and of the 
London and District Society who have 
worked quietly and patiently together, 
without the glare of publicity, to reach 
agreement. That is the way of progress.’ 

In welcoming the guests, Mr L. 
Dudley Morse, F.c.A., in this his first 
year as President of the Society, made a 
first-class speech laced with Ken Dodd 
humour and, at times, Clement Freud 
delivery, which was rewarded with loud 
applause. 

One serious note he introduced was 
that while he was delighted at the size 
of the attendance at the dinner, ‘it was 
indeed a great pity that the same degree 
of support was not given to the Cam- 
bridge, Oxford, Twickenham and other 
similar courses put on by the Society’. 

John Randall, President of the National 
Union of Students, who responded, said 
that student representatives on governing 
bodies must ensure at all times that those 
who elected them were aware of the views 
put forward. The transmission of ideas 
to those they represented meant they 
could take part in discussions on matters 
which affected them all. 












Marilyn Taylor, of Ilford, is the centre of attraction for, /eft to right, Chris Allan, Secretary, 
Liverpool CASS, Nigel Crockford, Secretary, Nottingham CASS, and Bill Jessup, Secretary, 
Sheffield CASS. 


LONDON STUDENTS 
CONDEMN LINKED COURSES 


DesPIrTE the argument for more co-opera- 
tion between universities and the Insti- 
tute in the training of articled clerks 
made by Mr M. G. Lickiss, B.sc.(ECoNn.), 
F.C.A., a member of the Council of the 
Institute, at the Nottingham CASS 
annual dinner (reported this week in 
‘Roundabout’) London CASS believe 
that a serious crisis is developing in the 
public sector of accountancy education 
2 as a result of the introduction on the 


Three pillars of the profession in jovial mood: Mr Alan Hardcastle, F.C.A., centre, Chairman of recommendation of the Institute of 
the London and District Society of Chartered Accountants, with Mr T. O. W. Newman, F.C.C.A., linked courses’. F 

F.C.1.S., /eft, President of The Association of Certified Accountants, and Mr J. P. Grenside, Andrew Taylor, of the Society’s 
F.C.A., Vice-President of the English Institute. Education Committee, in a statement last 
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week, said: ‘Students enrolling at these 
colleges have been “enthusiastically en- 
couraged” to link their college tuition 
‘with a private sector correspondence 
course. Those students reluctant or un- 
able to aftord such luxuries have, in 
some czses, retired from the arena of 
public sector education. We feel that this 
is immoral and unjustified, and contrary 
to the theory and practice of public sec- 
tor education’, 
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London CASS believes that the prac- 
tice is developing due to the inability of 
the public sector to compete, on equal 
grounds, with the private sector because 
of lack of funds. The Institute, rather 
than support the public sector colleges 
in their dicficulties, has blessed this 
scheme, thus undermining public sector 
tuition and reinforcing the private sec- 
tor’s stranglehold on education. 

Said Andrew Taylor: ‘If such a scheme 


Conforming to an 


Era of Change 


Nottingham Students’ Annual Dinner 


WARNING that students must be 

adaptable in their attitudes, and their 
foundation education broadly based to 
face such future problems as the social or 
management audit, should these be 
placed on the shoulders of auditors of 
the 1930s, was made by Mr M. G. 
Lickiss, B.SC.(ECON.), F.C.A.. a member 
of the Council of The Institute of Char- 
tered Accountants in England and Wales, 
speaking in Nottingham recently. 

Mr Lickiss, who was responding to the 
toast of the Institute and of Nottingham 
CASS proposed by Mr J. E. Maddocks, 
C.B.E., B.A., Bursar of Nottingham Uni- 
versity, went on to stress that with the 
ever-increasing speed of technological 
change it was important that students 
received a better education of the mind to 
meet new circumstances. 

The average man and woman in their 
working lifetimes were likely to have to 
re-train at least once — perhaps twice. 
Although this was not necessarily true 
of the accountants, they would un- 
doubtedly have to re-think their ideas to 
change with the scene. 


More Institute awareness 


He pointed out that those who had just 
entered articles were doing so at a time 
when the Institute had become very 
conscious of the need to monitor their 
progress and involve itself in the environ- 


ment in which they were trained, and 
the education facilities which were avail- 
able. A significant step forward was that 
exams would gradually become more 
relevant to current problems. 

Mr Lickiss did not mince words over 
the fact that there was a need for closer 
co-operation between universities and 
the Institute so that, in the long run, 
research and lecturing in universities 
would improve. 

‘I hope’, he said, ‘that we can jointly 
develop and expand accounting depart- 
ments and accounting research, and 
increase the number of part-time lec- 
turers in accounting and perhaps even 
part-time professors in accounting. Many 
other countries have found this to be an 
admirable method of advancing the pro- 
fession.’ 


Meaningful qualification 


He revealed that the Institute, over the 
past 12 months, had made significant 
financial contributions to accounting de- 
partments and chairs in accounting and 
finance. He hoped that this would 
continue and that universities would 
respond by placing accounting to the 
forefront as an academic discipline — and 
not as a poor relation to some other 
department as it had so often been in the 
past! 

On the importance of post-qualifying 
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continues, eventually the public sector 
will cease to exist, unless the Institute 
and the larger firms exercise their moral 
responsibilities by supporting the public 
sector, enabling them to produce the 
course material which they need. 
Resorting to the private sector to supple- 
ment teaching programmes is the first 
nail in the cofhn of public sector ac- 
countancy tuition. Only the profession 
itself will suffer as a result.’ 


education, Mr Lickiss underlined the 
fact that passing the Final exam was not 
the end of the road. It was a qualification 
which needed continual updating. ‘I hope 
that many of you will see to it that you 
involve yourselves in  post-qualifying 
education courses and tests so that you 
may obtain a meaningful “F.C.A.”’’ 


‘Organize yourselves’ 


‘If you stay in the practising side of the 
profession or if you go off into industry, 
do not think that the holding of an 
A.C.A. is sufficient’, said Mr Lickiss. 
‘Organize yourselves into young chartered 
accountants’ groups. Get involved in the 
Institute’s problems, and make your con- 
tribution.’ 

Mr Lickiss said that he was very con- 
cerned about apathy. ‘We have heard of 
the silent majority. The silent majority 
effectively means that the will of the 
minority will succeed. 

‘In the next few years there are going 
to be many changes and new ideas. 
Professor Solomons’ report of what he 
sees at the moment and what he foresees 
in 25 years’ time for the accountancy 
profession will be published in the spring 
of next year, and this will undoubtedly 
give added impetus to the process of 
change which started in the educational 
and training field in the policy document 
of 1972. 

The Howitt Prize this year was pre- 
sented to David Oxland, for his success in 
the May Final exams, by Mr R. C. 
Gratton, F.C.A., President of the Notting- 
ham Society of Chartered Accountants. 

Afterwards, Mr R. M. Page, A.C.A., a 
past secretary of the Society, proposed 
the toast of the guests and Mr M. 
Bogdanov, Associate Director, Haymarket 
Theatre, Leicester, responded. 





FOR C.A. 
EXAM 
PASSES 





AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Programming, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 

Free 100-page book (without obligation on application to Careers Adviser) 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
¢ Recording Service ~ 01-946 1102 - Prospectus only) 


Accredited by the Council for the Accreditation of Correspondence Colleges 


Tel 01-947 2212 
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THE ACCOUNTANT 
Index to Vol. 169 
July to December 1973 


The general index to this volume — July 
to December 1973 ~ will be published 
with the issue dated January 3rd, 1974. 

The parts of the volume should not, 
therefore, be sent for binding until the 
index has been added. 


PROFESSIONAL NOTICES 


Evans, RANKIN & Co, Chartered 
Accountants, of Hillgate House, 26 
Old Bailey, London EC4M 7LT, an- 
nounce that on January ist, 1974, Mr 
Derek W. ADAMS, A.C.A., will be j joining 
the partnership. 

FELTON & PALMER, Chartered Ac- 
countants, of 112 Wembley Park Drive, 
Wembley, Middlesex, announce that 
Mr Rocer Brian WOOLF, A.C.A., is 
admitted as a partner with effect from 
January Ist, 1974. 

ROWLEY, PEMBERTON, RoBerts & Co, 
Chartered Accountants, of London, an- 
nounce with regret the death, on Decem- 
ber oth, after a short illness, of their 
senior partner, Mr N. G. Prus, 
M.A., F.C.A. Mr Dm had been a 
partner in the firm and its predecessors 
since 1939. 


APPOINTMENTS 


Mr Michael Colin, a.c.a., has been 
appointed a director of Optibal, of 
Congleton, Cheshire. 

Mr I. R. Ejloart, Sea, has been 
appointed group financial controller and 
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Mr P. J. W. Shuttleworth, F.c.1.s., has 


been appointed group secretary of 
Lindustries. 


Messrs John Lambert, a.c.a., and John 
Cook, M.8c.(ECON.), F.C.A., have been 
appointed group management account- 
ant and group project appraisals manager 
respectively of P & O Finance Division. 


Mr C. I. McBride, a.c.a., has joined 
the board of Status Discount with 
responsibility for finance and adminis- 
tration. 


Mr O. H. E Pelczer, F.c.a., secretary 
and financial controller of Sulzer Bros 
(London) will be finance director with 
effect from January īst. 


RETIREMENTS 


Mr E H. Stagg, F.c.c.a., has retired as 
joint managing director of Sulzer Bros 
(London) after 46 years with the com- 
pany. He will, however, continue as a 
director. 


Mr John Chiene, 0.B.E., C.A., will 
retire from the board of Edinburgh 
Investment Trust on January 2nd, on 
reaching retirement age. He has been a 
director of the company for 28 years and 
has been chairman since 1960. 


Mr Noel G. Smith, ECA. has retired as 
deputy chairman of Edmundson Distribution, 
after 20 years with the Edmundson group of 
companies. He is shown here, /eft, receiving 
one of two George Walters oil paintings 
presented to him by the chairman of the 
company, Mr E. G. Hurst, during a dinner 
to mark the occasion at the Royal Garden 
Hotel, London. 


` 


JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH i 
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PLANT & MACHINERY, Etc. 
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CORPORATION TAX 


The Board of Inland Revenue have issued 
a supplement to pamphlet No. IR 18 
Corporation Tax incorporating changes 
made by the Finance Act 1973. 

The supplement is available free of 
charge from any office of HM Inspector 
of Taxes. 


VAT ON IMPORTS AND 
EXPORTS 


Revised editions of VAT Notices Nos 
702 and 703, dealing respectively with 
import procedures and exports, have 
recently been published by the Com- 
missioners of Customs and Excise. Both 
incorporate the changes introduced by 
VAT amendment leaflet No. 1, issued in 
March 1973. 

Notice No. 702 includes special 
customs entry procedures for bulk con- 
signments, and consignments on whieh 
the consignee and not the importer is to 
account for VAT. There is further 
information on such items as re-imported 
cars and works of art, permanently 
imported exhibition goods, and machi- 
nery imported for testing. Notice No. 
703 gives more detailed guidance on the 
zero-rating of supplies delivered to 
overseas persons or traders in this 
country for export, and changes that have 
been made to make it easier for an 
exporter to obtain proof of export. 

Copies of both notices are available on 
request from local VAT offices. 


NEW COMPANIES 
REGULATIONS 


The Companies (Fees) Regulations 1973, 
aimed at simplifying the scale of fees for 
the incorporation of companies (The 
Accountant, December 6th), are now 
eftective, following approval by both 
Houses of Parliament. 


PAY AND PRICES IN 1974 


A two-day conference — to be held on 
January 30th and 31st — has been or- 
ganized by The Financial Times, the 
Institution of Works Managers and the 
Investors Chronicle to consider pay and 
prices policy in Stage III, assess the 
direction that may be taken in Stage IV, 
and examine the general prospects for the 
British economy in 1974. 

Mr Derek Portman, Chairman of the 
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Institution of Works Managers, and Mr 
Victor Feather, C.B.E., President of the 
European Trade Union Confederation, 
will be in the chair. The speakers will 
include Sir Geoffrey Howe, Q.C., M.P., 
Minister for Trade and Consumer Affairs; 
Mr Denis Healey, M.B.E., M.P., Shadow 
Chancellor of the Exchequer; Sir Frank 
Figgures, Chairman of the Pay Boerd; 
Sir Arthur Cockfield, Chairman of the 
Price Commission; Mr Tom Jackson, 
General Secretary of the Union of Post 
Office Workers; and Mr Hugh Scanlon, 
President of the Amalgamated Union of 
Engineering Workers. 

The conference will be held at the 
London Hilton, Park Lane, London W1, 
and the fee of {71-50 (including VAT) 
covers all refreshments, cocktails, lunch 
and a cocktail party. Inquiries should be 
made to the Financial Times Conference 
Department, 388 Strand, London WC2R 
ol (01-836 5444). 


INDUSTRIAL INJURIES 

ADVISORY COUNCIL 
Sir Keith Joseph, Secretary of State for 
Social Services, has appointed Professor 
Dennis Lees as Chairman of the In- 
dustria? Injuries Advisory Council. He 
succeeds Sir Harry Crane, opp, J.P., who 
recently retired. 

Professor Lees is Head of the Depart- 
ment of Industrial Economics at the 
University of Nottingham. He was 
appoinzed Chairman of the National 
Insurance Advisory Committee in March 


1972. 

The Industrial Injuries Advisory 
Council was set up under the National 
Insurance (Industrial Injuries) Act 1946 
(re-enacted in 1965), to give advice to 
the Secretary of State for Social Services 
on proposals for regulations and other 
matters relating to the Act which the 
Secretary of State refers for its con- 
sideration. 
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CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


At a recent meeting of the Management 
Committee, the President of the As- 
sociation, Mr Henry Peat, C.V.O., D.F.C., 
F.C.A., welcomed Messrs J. D. Freedman, 
F.c.A., P. J. Hughes, F.c.a., I. Macfarlane, 
¥.c.A., and R. M. Smith, a.c.a., who were 
attending the meeting for the first time 
after being appointed to fill vacancies on 
the committee. 

Assistance by way of grants were made 
to three new applicants. Thirty-eight 
applications for the renewal of grants 
were received and further grants were 
made, many at a higher rate of assistance. 
Changes in circumstances of twenty-three 
other beneficiaries were reported and 
appropriate action was taken. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The fourth of the session’s monthly 
meetings for Bible reading and prayer 
will begin at 1 p.m. on Monday, January 
„th, 1974. The general subject is Jesus’ 
statement ‘By their fruits ye shall know 
them’. The January meetings will review 
‘Peace’ in this connection, followed by 
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other detailed studies in later meetings. 

The City meeting will be in the vestry 
of St Peter’s upon Cornhill, London EC3 
{entrance in Cornhill, near Gracechurch 
Street) and will be led by Mr Richard 
Barwick. Buffet lunch will be available 
(charge 30p) during the meeting. 

The parallel meeting in the West 
End will be at the same time in the 
boardroom of the Bible Reading Fellow- 
ship, 2 Elizabeth Street, London, SW: 
(opposite Victoria Coach Station) and 
will be led by Mr Russell Girling. Bring 
sandwiches — coffee is provided. 


SHEFFIELD CHARTERED 
ACCOUNTANTS’ MEETINGS 


Management of audits by the small and 
medium-sized practice will be the subject 
of a one-day course to be organized by 
the Sheffield and District Society of 
Chartered Accountants at Sheffield Uni- 
versity on Wednesday, January gth. The 
lecturers will be Mr I. Macfarlane, 
F.c.A., Mr J. B. Holden, F.c.a., and Mr: 
C. A. Parritt, A.C.A. 

The cost of the course will be £12'65 
(including VAT) and is open to all 
members of the district society and their 


In Parliament 


Hospitals: Staff Meals 


Mr Lamporn asked the Secretary of 
State for Social Services what per- 
centage increase hospitals have been 
instructed to place on prices of staff 
meals since March 31st, 1973. 

Sir K. Josep: For meals supplied at 
nationally negotiated prices, the only 
increase since March 31st, 1973, has been 
in respect of value added tax. For other 
meals which are supplied at locally fixed 
prices, and are also subject to VAT, no 
increase was made during Stage 1 of the 
counter-inflation policy but hospitals 
have been advised that prices could be 
increased to take account of rises in the 
costs of ingredients after November 6th, 
1972. The percentage increases vary 
from place to place. 

Hansard, December 4th. Oral answers, 
col. 1078. 


Professional and Executive 
Recruitment Service 


Mr KENNETH Lewis asked the Secretary 
of State for Employment what success 
the Professional and Executive Recruit- 
ment Service has had since it was 
reorganized on a more commercial basis; 
and if he will make a statement. 

Mr Maurice Macmityan: This 
specialist recruitment service is now used 
by more employers and job seekers than 
ever before. The number of placements 


last month rose to an annual rate of just 
under 10,000, with revenue from fees 
running at an annual level of {1-3 million. 
A steady increase in revenue is expected 
as PER, still only in its sixth month as a 
full commercial service, continues to 
establish itself. 

Hansard, November 27th. Written 
answers, col. 83. 


Inflation: EEC Countries 


Mr Moate asked the Chancellor of the 
Exchequer what have been the rates of 
inflation in the latest 12 months for which 
figures are available in each of the 
EEC countries. 

Mr Nort: The following is based on 
the latest information available from 
international sources: 

Consumer prices, percentage change in 

September 1973, over 12 months earlier. 


Luxembourg... if .. 5 
Germany .. i ae .. 6$ 
Belgium .. oa Sg .. 6 
France ` i We .. 8 
Netherlands a a .. 8} 
United ee ia e, oi 
Denmark . ‘ i 10$ 
Ireland rrł* 
Italy Héi 


* August 1973 Gel toa year earlier, 
Source: OECD Main Economic In- 
dicators. 
Hansard, December 
answers, col. 419. 


sth. Written 
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staffs. Applications should be made as 
soon as possible to Mr Graham L. Stuart- 
Harris, a.c.a., 22 Norfolk Row, Sheffield, 
Sr 2PA. 

Also organized by the Sheffield and 
District Society is Computer Course 
(Stage II), consisting of 11 weekly 
sessions beginning on January gth. The 
course will serve as an introduction to the 
use of operational research techniques 
and will review some current and future 
areas of application. 

The course is to be held at Sheffield 
Polytechnic each Wednesday evening 
from 6.30 to 8.30 p.m., and the fees will 
be £5'50 for district members and their 
staff, or {6-50 for non-members, both 
including VAT. Applications should be 
made to Mr Stuart~-Harris at the address 
given above. 


PROVISION FOR DEATH 
AND RETIREMENT 


Information on ways in which partners 
and directors of private limited com- 
panies can use life assurance policies to 
provide cash with which their partners 
or co-directors can purchase their share 
of the business on death or retirement is 
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available in the latest booklet, Partnership 


Assurance, published by Equity and Law ` 
Lite Assurance Society Ltd. 


Detailed explanation is given of the 
advantages and disadvantages of various 
suggested schemes, with examples to 
show how policies can be effected in 
practice. The question of adjusting the 
cost of a scheme to ensure that it is 
equitable for all partners or directors is 
dealt with comprehensively. 

Intended for use by insurance brokers, 
accountants and solicitors, this booklet 
should prove a valuable addition to 
professional literature. 


COURSES BOOKLET 


The training division of Clark, Johnston, 
Whitehead have issued a useful booklet 
setting out details of courses dealing 
with such subjects as accounting prin- 
ciples and practice, management within 
DP operations, and practical techniques 
in project management. 

The length of the courses varies from 
one to five days, and free copies of the 
booklet are available from Clark, Johnston, 
Whitehead Ltd, 21, Wigmore Street, 
London W1H 9LA. 
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CERTIFIED ACCOUNTANTS 
LODGE 


The installation meeting of the Certified l 
Accountants Lodge No. 7582 was held ` 
on December 3rd, at Colonial House, 


Mincing Lane, London EC3. 

The Worshipful Master, W.Bro. F. A. 
Gommer, installed his successor, W.Bro. 
A. J. Payne, who appointed the following 
officers for 1973-74: 


W.Bro. Jobn P. Landau, P.G.ST.B. 
(S.W.); W.Bro. James Kennedy (F.W); 
W.Bro. J. P. Shaw, p.p.s.c.p. (Herts) 
(Chaplain); W.Bro. G. L. Barker, Lon. 
P.P.A.G.D.c. (Yorkshire N. & E. Ridings) 
(Treasurer); W.Bro. C. R. M. Davidson, 
P.P.A.G.D.C. (Kent) (Secretary); W.Bro. 
K. H. Bickmore, p.P.A.G.p.c. (Herts) 
(D.C.); Bro. R. E. Petty (S.D.); Bro. A. J. 
Murray (7.D.); W.Bro. R. G. L. Jobson 
(4.D.C.); W.Bro. R. A. Bishop (Almoner); 
Bro. D. C. Setchell U.G.); Bro. C. A. 
Floodgate, Bro. N. E. Dore, Bro. R. Rei, 
North, Bro. R. P. Crout, Bro. B. M. Bowen 
and Bro. J. A. Bulmer (Stewards), W.Bro. 
A. J. Courtney, L.G.R. (Tyler). 


The address of the Secretary of the 
Lodge is ‘Minterne’, 8 The Chenies, 
Petts Wood, Kent BR6 oED. 


SEAM DN or 


‘Foreign Exchange’ 


Compiled by KENNETH TRICKETT, F.C.A. 


CLUES ACROSS 


. Having jurisdiction to sign, can recast.(g). 
x 
. Return 250? More than one To (5). 


. Re-endorse study to choose (7). 

. Everybody has gone crazy for more endorsements (7). 
. Dowager might well have diamonds (5). 

. Inspect again concerning the test in English (9). 

. Approved with signature on back (8) 

. Printing substances causing skin trouble (4). 

. Cast lots, irrecoverable (4). 

. Reference by the authority of one who repays (8). 

. They place gold in blocks (oi. 

. Costing a lot? (5). 

. Understood x= 10% (7). 

. Striker x (7). 

. Amend edition partly finished (5), 

. The sort of lodgment significant for taxation purposes (9). 


CLUES DOWN 


. x about right over circle (9). 
, 1,000x, magnificent (5). 
| Metal ‘goods arranged in a row again (8). 


Mistaken entry to a legal agent (8). 


. x could be later, about an hour (6). 
. As aforesaid, slowing up x (6). 
. Referred to people having done it differently (9). 














8. Cubic metre, almost three-dimensional (5). 





14. 
16. 
17. 
18. 
ai. 
22. 
23. 
25. 


Denied being disallowed not fifty pounds but five (9). 
Additional levy on French management (9). 

Survives a summons (8). 

Trophy put up in storage place (8). 

Resulted from disuse (6). 

Key compartment? (6). 

Profits of publication (5). 

To recognize as a voucher (5). 


The solution will be published next week. 
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HEALEY & BAKER —established 1820 — 

is an independent practice with a large 
professionally qualified staff fully 
experienced in portfolio management 
and in advising on all investment aspects 
of Real Estate throughout the U.K., 
Republic of Ireland, France, Belguim and 
Holland. 























HEALEY & BAKER 
29 St. George Street Hanover Square 
London W1A 3BG 01-629 9292 
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THIRD EDITION NOW AVAILABLE 


BUDGETARY CONTROL oe 
. || AND STANDARD COSTING `. F.C.A, ACMA. 


This book first published in 1955 and now in its Third Edition has * FACTORY ADMINISTRATION 
been revised and brought up to date. * MATERIALS, LABOUR 
Many large and medium industrial firms have installed systems of OVERHEADS 
management accounting based on budgetary control and standard 
costing, and more are contemplating the benefits that may be * SALES AND CAPITAL 


gained from careful control of expenditure by using this accounting BUDGETS 
system. 
While standard costing is most profitably employed in mass £3-80 net 
production industries, budgetary contro! should be invaluable to op : 
all firms, large and small, and if not used with standard costing it ee (3p) in UR post/packing & 
may be used advantageously in conjunction with the system of Co 
historical costing. £4-20 overseas 


757 Strand, London WC2R 1JJ 


Publishers’ of The Accountant Telephone 01-836 0832 


CF GEE & CO (Publishers) Limited 
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* EVERYTHING YOU NEED TO KNOW ! 


Every year we produce two self-study tax manuals or courses—referenced SS.} 
and S$,2--which assume no basic knowledge yet are sound and practical, They 
help all students and practitioners who wish to keep up to date. Over 50%) 
of our Members are qualified accountants or solicitors. Our register reads like a 
Who's Who. CLEARLY, AN ANNUAL SUBSCRIPTION TO THE COLLEGE 
OF TAXATION IS AN ESSENTIAL PART OF PROFESSIONAL LIFE, Even 
those who do not use tax every day find that on annual subscription is cheap 
insurance against obsolescence. The courses are lectures in an informal, chatty 
style. You will enjoy them! 

CONTENTS, FULLY UP-DATED FOR 1973-74, 


$81. UNIFIED TAX, CAPITAL GAINS TAX AND CORPORATION 
* "TAX, (Fee £25 plus postage and packing.) 
1, Administration. Personal Allowances and Reliefs, Interest and Charges, 
2. Sch. D, Cases | and 1. Adjustment of Profits. 
3. Basis of Assest. Commencement and Cessation, Change of Accounting Date, 
4.-Capital Allowances. 5, Capital Allowances (Ctd.}. 6. Losses. 
7. Partnership, Separate Assest. 8, Sch, B, C, D. Cases Ill, IY and V. 
9, Sch. D. Case Vi. Sch. A. 10. Sch, E, 
11. C.G.T. Introduction, Exemptions and Reliefs. 
12. C.G.T. Exemptions and Reliefs (Crd). 
13. C.G.T. Companies. Husband and Wife. Wasting Assets. Options. 
14. C.G.T, Quoted Securities. Takeovers. Bonus and Rights. 
15. Corpn. Tax. Principles, Income and Charges. 
16, Corpn. Tax. Losses and Group Relief. 
17. Corpn. Tax. A.C.T., including accounts treatment. 
18, Corpn. Tax, Close Companies. Amalgamations and Liquidations. 
19, Double Taxation Relief. Relief for Non-Residents, Trusts. 
20. Discovery: Negligence. Fraud, Back Duty. 


Sei, EXECUTORSHIP AND ESTATE DUTY. (Fee £12.50 plus p. and p.) 


L The Will and Personal Representatives, 

2. Estate Duty. 3. Estate Duty (Ctd.). 

4. Estate Duty (Ced.). 

5. Legacies. Distribution of Estate, 

6, intestacy, Advancement and Hotchpot. 

7. Statutory Apportionment, Writing-up 
Problems. 

8, Equitable Apportionment. 

9. Trusts and Trustees. 10, Trustees. 





Although firm dates cannot be given, SS.1 course should be available at end of January, 
1974, and $8.2 should be available in March. Applications for courses are deemed an 
acceptance of College rules and professional etiquette, The courses are produced, com- 
pletely updated, for the following three classes of Membership:- 


ASSOCIATE MEMBERS which are Subscriber Members who take both SS,1 and S$.2 
courses every year. They must formally apply for admission as Associate Members of The 
Colfege and, if accepted, are entitled to use the designatory letters ACT meaning Asso- 
ciate of The College of Taxation. From 1975 inclusive onwards Associate Membership is 
restricted to those Subscriber Members who have obtained the ANNUAL CERTIFICATE IN 
TAXATION (see below) In at least one of the three preceding years. Thus, a Member who 
wants to retain the designatory letters ACT must sit and pass the examination for the 
ANNUAL CERTIFICATE IN TAXATION at least once every three years, The College 
of Taxation is the first U.K. organisation to insist on examination and re-examination for its 
Associate Members. There are transitional advantages for those who become ACTS in years 
up to and Including 1974. Please see 1974 ACT Application Form. 


Join The College Of Taxation 
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CREDIT TERMS: 
(U.K. ONLY) 





The Annual Certificate in Taxation 


1974 PROGRAMME 


x% PRESENTED FOR EASY LEARNING ! 


Your tire is valuable. You want courses with flowing outlines, punctuated by essential 
detail, illustrated by numerous examples and with practical value, Your courses are here 
+. the result of painstaking research, tried and tested in tecture halls and so revolutionary 
that even Revenue people enrol with us. Consider these valuable points: g You receive 
entire courses immediately. You are told how to programme your own studies. (N.B. We 
do not get the profit on correspondence courses which is said to come from students who do 
Not complete the course. You get the entire course to dip into or master, as you please.) 
~k Fully indexed and referenced to the Statutes. You can hardly be more up to date. You 
can look up points ANY WHERE IN THE COURSE immediately. ak Fully furnished” with 
“tables” of statutes, cases and contents. You can go as deeply as you like. You have the 
facts in numerous legal cases. Ideal for potential specialists. Ak Plenty of examination 
questions and detailed answers. You overcome the shortage of updated practise material, 
so essential to get speed and confidence up. ye Printed one side of paper only, What an 
expense! But what a marvellous thing for members. Je Loose-teaf. It would be cheaper to 
give the course traditional binding but that would not be as easy for members to use. Some 
members take a lecture-a-day to the office, reading it on the train, %¢ Fooltscap pages set in 
8 point type enables complete computations to be seen at-a-glance. (N.B, The panel below, 
describing The Annual Certificate in Taxation, is set In 8 point type.) ye No textbooks 
required. The SS.| course runs to nearly 300 pages. It Is equivalent to a 500 page standard 
work on tax but is easier to work ond is completely updated. 9 No supplements. kr Up- 
dating. The entire courses are updated each year. It would be cheaper to do a long run and 
sell over 4 or 5 years with supplements but that would not help our members who would have 
to go through updating every example. Helping members is our prime concern. e No test work 
is submitted. There is no waiting for answers to be corrected, You know within minutes If 
you are correct, Thus, there is nothing to unlearn”. 4x Query service. If you have a problem 
ON THE COURSE MATERIAL ONLY, simply use the No Carbon Required MESSAGE- 
REPLY FORM provided. We reply as soon as possible. Ar Guide cards between lectures for 
easy reference Ak Copious aide-memoires ye SS.I contains an introduction on exame 
ination technique. kr Lead notes on every topic, many of which are greeted by students as 
“The best summary | have ever seen on such-and-such"’, A barrister congratulates us on our 
piece on Settlements. On Discovery", well... let's be modest... you wil discover. 
K Copyright STEP-BY-STEP approaches to many computations, You are taken by 
the hand and Jed through the intricacies until they are intricacies no more. 


zk BACKED BY CASSETTES! 


Both courses are available on pre-recorded cassettes as an optional extra provided you 
have already purchased the relevant self-study course, Please ask for details when ordering 
your course. Cassettes may be purchased or hired. 


MEMBERSHIP ARRANGEMENTS 


SUBSCRIBER MEMBERS are those who subscribe for any of The College eourzes regularly 
each year under a Subscriber Member’s Standing Order. Subscriber Members do not have 
to, sit examinations and cannot use the designatory letters ACT. The College is increasingly 
producing courses against firm advance orders only. Subscriber Members are in the happy 
position of knowing that their courses will be produced and will be despatched to them early. 
STUDENT MEMBERS are those who want courses to help them through a particular 
examination. Candidates for examinations of the following professional bodies should 
find the courses extremely helpful; = 


@ The Institute of Taxation @ The Institute of Chartered Accountants In England 
and Wales @ The Institute of Chartered Accountants of Scotland @ The Assoclation 
of Certified Accountants @ The institute of Cost and Management Accountants @ The 
institute of Chartered Secretaries and Administrators @ The Law Society @ The 
Council of Legal Education Oe, The Bar) @ The Institute of Bankers @ The Associ- 
ation of International Accountahts @ The Institute of Municipal Treasurers and 
Accountants and @ the completely Open Examination sponsored by The College of 
Taxation for— 


This important examination starts in September, 1974, and is open to anybody interested in taxation. A candidate does not have to be 
registered with any tutorial establishment or professional body. The only requirement is that an entry form be submitted in good time. 
There are NO EXEMPTIONS. Full particulars are in Notice PR/2 of Dec. 1972 which is obtainable free from The College of Taxation. 


DON'T DELAY 
— ENROL 
TODAY ! 


THE COLLEGE OF TAXATION 


21 OAKBURY ROAD, 
LONDON, SW6 2NN 


Tel. 01-736 8389 


EXAMINING 
IN THE U.K. 
AND OVERSEAS 
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